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Tuna-Labelmg Provision
Opens a Can of Worms

Cannmg industry fears environmentalists will use do]phm safe’ labeling
as a tool-to push for tougher protections

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

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 demanding that
canners meet stronger pro-
tection standards for dol-
phins than those required in
the bill. |

“It just opens up the
floodgates for the environ-
mental groups that are nev-
er going to accept this ‘dol-
phin unsafe' tuna from
coming in,” said David G. Burney, exec-
utive director of the U.S. Tuna Founda-
tion, which represents domestlc can-
ners and tuna fishermen,

For the canners, history may be.

about to repeat itself. They ended a
‘public relations nightmare in 1990 by
signing a truce with environmental
‘groups over applying a “dolphin safe”
label to tuna cans, but orily after a con-
sumer boycott boosted by startling

footage of dolphins being savagely -

killed on tuna boats.

Under the agreement, canners con-
sented to sell tuna that met dolphin
protection standards supported by the
environmental groups and followed up
by affixing a “dolphin safe” label on
cans.

The standard for the dolphin-safe la-
" bel barred tuna caught with encircling

By Allan Freedman
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nets,-which capture tuna much like
pulling the drawstring of a purse, but al-
so can injure or kill dolphins that often
swim above tuna schools. Congress

gave the definition the force of law that

same year.
But the 1990 peace could be broken

"under the bill cleared last month by

Congress.

First, it would implement a 1995 in-
ternational agreement, known as the
Declaration of Panama, to lift the U.S.

- embargo. in effect since the 1980s on
- tuna imports from Latin American

countries whose fishermen used encir-
cling nets.

Second, it would relax the standard
for applying the dolphin-safe label to
tuna cans as early as 1999, pending the
preliminary findings of a scientific
study, mandated by HR 408, on the ef-
fects that encircling nets have on dol-
phins’ health and safety.

SCOTT J. FERRELL

An environmental group markets the “Flipper Seal of Approval” to
signify dolphin protection but says the seal is not a money maker.

The altered standard
would allow encircling nets -
to be used, though only if
tuna is caught without
killing or senously 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-
ing to the canners.

The government would
be directed to develop a
single official label. But
canners-would be free to
affix it or any of a variety
of alternative labels to tuna
cans. Some of those labels
could signify that the tuna
in the cans had been
caught by fishermen who
adhere to a more stringent
dolphin-safe standard.

Supporters of multiple labels de-
fend the amendment as a way to pro-

" ‘tect freedom of expression. Oppo-

nents say multiple labels would
confuse consumers and perhaps open
the way for environmental groups, to
challenge the federal standard in the
future.

“Let us not fool ourselves that there
are some people who will opposé this
[label] change at all costs,” said Demo-
cratic Sen. John B. Breaux of Louis-
iana, a proponent of the single-label
definition.

A Delicate Balance?

The bill would allow tuna canners
to use the label of their choice, as long
as the tuna met protection standards
as strong as those in the bill, as well as
other requirements, such as not mak- ,

.ing misleading claims as defined by




the Federal Trade Coinmission 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 worried 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
part, he said, these are groups that rep-

resent.themselves as “environmentally.

concerned.”

These groups could push canners to
accept stronger protections for dol-
phins than'the law required, Burney
said. “We're concerned that they will
pressure [retailers] in what products
they will accept or will not accept,” he
added

" Keeping to the no-encuclement def-

inition 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 Latin fishermen
with encircling nets. . .

Dave C. Phillips, executive director
of the environmental group Earth Is-
land Institute, predicted that the big
tuna canners would keep the old label
definition, rather than risk a flare-up
over the new, less stringent definition
in HR 408.

“I think that our hope is that we can
avoid consumer boycotts and every-
thing else by sticking to the dolphin-
safe label that works,” Phillips said.

‘But Phillips, whose organization
was involved in the consumer cam-

paign to impose the original dolphin- -

safe definition in 1990, warned that
environmental groups would take aim
at companies marketing Latin Ameri-
.can tuna that the groups say is not dol-
phin-safe.

“We have our sights trained on the
first company that tries to sell unsafe
tuna on the market,” he said. “The

. wrath of God and Earth Island will

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 trained
-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, ei{ecutive director,
Earth Island Institute

For example, Earthtrust, a Hawaii-
based énvironmental research and edu-
cational group, markets a tuna-can la-
bel called the Flipper Seal of Approval.
Companies that use the label pay a li-
censing fee to fund a dolphin monitor-
ing program.

The label includes a drawing based
on the intelligent dolphin that starred in
the 1960s television show “Flipper,” and
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 groups

such as Earthtrust have a financial in-
terest in the multiple-labeling provi-
sion and are not simply looking out for
the dolphins.

“In the case of Earthtrust, you can-
not question that, regardless of what
the intent of the label is, it is a money-
making business,” said Robertson.

Don White, president of Earthtrust,
disputes this, saying that the Flipper la-
bel has hardly been a bonanza.

The label is licensed to one rela-
tively small tuna canning company,
White said.

He asserted that fees from use of

the label amount to a few hundred dol- -

lars a year and do not come close to
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covering his organization’s overhead.
“The whole theory of getting industry
revenues Just hasn’t happened,” White
said.

He said that proponents Of changing
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-
safe,” White said. .

Earthtrust has ties to the Earth Is-
land Institute, which has threatenéd to
boycott tuna caught under the relaxed -
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 participation,”™
White said.

Trade Matters ' . :

The dolphin-safe tuna bill was close-
ly watched as it moved through Con-
gress; for many, it was an example of .
how the United States balances its pur-
suit of free trade with its goals for envi-
ronmental protection.

The legislation divided the environ-
mental community. -

Some activists hailed it for imple-
menting the Panama Agreement,
which for the first time would bring

‘many countries into a compact to pro-

tect dolphins and the ‘ecosystem as a
whole. -

Others, however, viewed the legisla-
tion as a weakening of the dolphin-safe
standard that constituted a U.S. seliout
to its trading partners. .

Trade was doubtlessly an issue..The
Latin American fishing industry argued
that it should be allowed access to the
$1.4 billion U.S. tuna market, and most
trade experts said international law

"backed their claim under the General

Agreement on Tariffs and Trade
(GATT).

However, critics argued that revi-
sions in the dolphin-safe label should
not have been part of trade discus-

-sions. They said that the United States

should not alter its domestic environ-
mental standards at the behest of trad-
ing partners.

They said international trade law
speaks to the issue of open markets but
does not compel a change in domestic
environmental standards. | ]
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Poss1ble Pension Crisis Sparks
Calls for System Overhaul

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

ot since Gerald R. Ford oc- ~
Ncupie(l 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 monthly checks
after retirement, nor a personal tax-
deferred savings account such as an
Individual Retirement Account (IRA)
or a401(k) plan.

The absence of coverage is par-
ticularly acute at small businesses,
where, according to Labor Depart-
ment figures, only about 25 percent
of workers are covered by some
type of retirement savings plan.

Moreover, workers are uncertain
about whether Social Security can
handle the increased demand as Ba-
by Boomers reach retirement age
beginning in about 2010. These are
members of the same group whom -
analysts expect to retire early and
live longer, and the same group that

. ot married and had children later in
life, which means money that nught
have been saved for retirement will i
go to college tuition.

Then there are horror stories like

‘the recent bankruptcy of Color Tile
Inc., a.Fort Worth, Texas, company that
had 774 stores in 48 states. Eighty-three
percent of the company’s 401(k) assets

had been .invested in Color Tile itself.

The failure nearly wiped out many em-
ployees' retirement savings.

The statistics and the stories have
convinced several lawmakers that the
time is right to push legislation that will
avert what may be a major crisis. They
are focusing their efforts on encouraging
employers to establish traditional pen-

By Donna Cassata
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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-
es have in establishing savings plans -
for their-employees.

“Next year's tax bill will have
quite a bit of pension in it,” predict-
ed Lynn Dudley, vice president for -
retirement policy at the Association

“of Private Pension and Welfare
Plans, which lobbies Congress on
retirement issues.

Sen. Judd Gregg, R-N.H., has in-
troduced a bill (S 883) to create a
new voluntary pension plan.for com-
panies with 100 employees or less,
eliminate some restrictions on trans- .

SCOTT J. FERRELL

Lynn Dudley, vice president for an association -
that lobbies Congress on retirement issues,
predicts that next year’s tax bill “will have

quite a bit of pension in it.”

sion plans, as well as fostering the
growth of IRAs and 401(k) plans. They
will be watching upcoming tax and ap-
propriations bills as p0551ble vehlcles for
their proposals.

IRAs allow workers of” modest in-
come who do not have an employer-
sponsored retirement plan to deduct up
to $2,000 a year from their taxable in-
come and put the money in a retirement
account. Tax-deferred 401(k) plans are
savings accounts funded mainly by em-
ployee contributions, with a partial em-
ployer match. The money is then invest-
ed in stocks, bonds or a mix of both.

" One proposal introduced in the 105th
Congress by Sens. James M. Jeffords, R-

. ferring retirement benefits as work-
ers change jobs, and establish a fully
deductible IRA for every American.’
. The Gregg proposal seeks to
build on the step Congress took in

1996 toward helping small businesses
create pension plans. The law (PL 104-

188), which combined $10.1 billion in

business tax breaks with an increase in
the minimum wage, included the cre-
ation of the SIMPLE (Savings Incentive
Match Plan for Employees) retirement
plan, which allows businesses of 100
workers or less to create a 401(k) plan
eligible for various tax advantages
(1996 Almanac, 2-34) -

In an early sign of Congress”intent to

- get more workers to save for retirement,

lawmakers included several pension-re-
lated provisions in the tax cut bill (HR
2014) that President Clinton signed Aug.
5. (Weeldy Report p. 1859)
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. before the 105th Congress adjourns in

P'ens'ionllProposals 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 woinen. Senate Minori-
ty:Leader Tom Daschle, D-S.D., intro-
duced a retirement security bill (S 14)

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-Ill.,
and Patty Murray, D-Wash., have intro-
duced legislation (S 320) focusing on
pension protection-for women. Bar-

‘bara B. Kennelly, D-Conr., has intro-
duced companion legislation (HR 766)
in the House. One provision of § 320, a

in.January with those aims in mind.
Following is a sample of pending legislation:

Pension ProSave ' :

The Jeffo’rds—Bi'ngaman 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 million
private sector employees who have no retirement plan.

Under the proposal, first introduced in the 104th Con-
gress, companies would enter an agreement voluntarily to
contribute a minimum of 1 percent of employee salaries to
the account. Above that, employers could adjust their con-

" tribution annually, in accordance with profits and losses.
Workers could contribute up to twice as much as their em-.

ployer, up to $6,000, and they could maintain their accounts
when they changed jobs. The funds would be vested imme-

diately, so employees would be entitled to accrued benefits -
. no matter when they left a company.

~ Graham Plan

Sen. Bob Graham, D-Fla., has introduced a pension
overhaul bill (S 889), cosponsored by Sen. Charles E.
Grassley, R-lowa, that Graham says would update laws
“written in an era that didn’t anticipate this modern mobili-

ty of the work force.” Like the Jeffords-Bingaman proposal,

it would allow for expanded pension portability, including
government workers moving into private sector jobs. Sev-
eral provisions would encourage workers who left their
jobs to transfer their pension or their retirement account to
a-new employer, if the employer agreed. o

The bill would make it easier for small businesses to set

up retirement plans. It proposes an employee payroll de--

duction that would go toward financing an Individual Re-
tirement Account (IRA) that would be administered by a
third party, such as a bank, rather than by the company.
Several provisions from Graham'’s bill were included in
the tax bill (HR 2014) that President Clinton signed Aug. 5.

Conferees accepted a provision assuring that a qualified re- .

tirement plan would not lose tax advantages if it accepted
rollover contributions from a previous employer’s plan that

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 tax bill,
but was dropped in conference.

The bill calls for an end to the process called integra-
tion, 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 pro-
posed bipartisan legislation (HR 1656) cosponsored by Earl
Pomeroy, D-N.D., aimed at encouraging small businesses to
offer pension plans. Such businesses often do not have the
resources to offer a plan. The bill would limit the regulations
that deter small businesses from setting up pension plans.
Under the plan, emplﬁ;yees could set up Individual Retire-
ment Accounts, which would be fully funded by a set amount
contributed annually by the employer. The accounts, like the
ones in the Bingaman plan, would be portable.

Further Protections

Sen. Barbara Boxer, D-Calif., has introduced a series
of bills (S 106, S 107, S 108) aimed at protecting pen-
sions. One (S 106) was included in the final version of the
tax bill (HR 2014). It stipulates that companies can invest
no more than 10 percent of employee contributions into
the company’s stock or real estate: The bill was spurred
in part by high-profile bankruptcies-and pension losses
such-as the 1991 bankruptcy of the California-based
Carter Hawley Hales stores, which had more than 50 per-
cent of aksets invested in its own stock.

The second bill (S 107) would assure equal benefits to
either spouse if one of them (presumably the plan partici-
pant) died. Under current law, the survivor who was not in
the plan receives half the pension of the participant.

The third bill (S 108) would require 401(k) plans, which
allow employees to contribute a portion of their income to
a tax-deferred fund, to disclose their investments to plan

- participants. Federal law dictates that investment reports

be made available to participants upon request, but Boxer
wants that done automatically.

— Elana Mintz
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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 1nd1v1duals 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.
That and other factors could delay leg-
islation in 1998. Pension analysts say

several lawmakers want to see if the .

1996 legislation-aimed at small busi-
nesses (the SIMPLE plan) helps them
provide more retirement security for

their employees-before embarking'on a

" sweeping bill. And despite the dire fore-
cast for Social Security, many lawmak-
ers have little sense of urgency.

They think “the retirement crisis is
still 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. -

Pension Proposals

Sponsors of this year's pension bills
are hoping to begin the congressional di-
alogue on what steps are needed to
avert a retirement security crisis. The
hope next year is that the lure of an elec-
tion-year accomplishment will trans-
form some of those ideas into reality.

Gregg chaired a Republicans-only
task force on retirement security earlier
this year-and came out with his bill,
which aims at increasing the national
pension savings rate. A few of his provi-
sions made it into the tax bill (HR 2014),
including an IRA for homemakers and
simplification of employer paperwork.

Gregg's legislation would make all
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Jeffords

Americans elig;ble 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 thé 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
for small businesses (the SIMPLE plan).

Under that plan, which went into ef-
fect Dec. 31, employees can contribute
up to $6,000 annually into a retirement
account. Employers have to match that
amount up to 3 percent of the worker's
salary, and that contribution is tax-de-
ductible for the employer.

Sen. Bob Graham, D-Fla., has pro-
posed legislation with Sen. Charles E.
Grassley, R-lowa, aimed at expanding
coverage for small businesses and in-
creasing the portability of pension plans.

Several provisions would encourage
workers who change jobs to transfer
their traditional pension plan or IRA to

" the plan of a new employer, if the em-

ployer concurs.
Graham said his legislation responds
to recent statistics showing that people

- change jobs an average of seven times

in a lifetime, and to the general feeling
among many middle-aged Americans
that Social Security will not be avail-
able when they retire.

“Americans are changing jobs more
frequently and are less likely to be vest-
ed,” Graham said. Employees typically
have to stay at a company five years to be
“vested,” or entitled to employer-paid
pension money. “The mobile status isa
particular problem for women.”

In the House, Nancy L. Johnson, R-

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
s “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 prov1des a hassle-
free way for employers to help employ-
ees,” Bingaman said.

The legislation has the backing of
Republiban Sens. Connie Mack of Flori-
da, Alfonse M. D’Amato of New York
and Christopher S. Bond of Missouri..
Bingaman had introduced a similar ver-
sion in the 104th Congress, but'no ac-
tion was taken on it.

Pierron of the Employee Beneflts
Research Institute said the Jeffords-
Bingaman plan contains some of the
same proposals that were offered by a
special commission appointed by for-
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 died in 1981 after
Republican Ronald Reagan replaced
Carter in the White House.

Already Accomplished

Congress also addressed some pen-
sion issues in the tax cut bill (HR 2014).
For example, Gregg and Graham pushed
for a change in the so-called homemaker
rule to provide more retirement protec-
tion for women who do not work out-
side the home. Under existing law at the.
time, if a husband had a traditional pen-
sion plan at work and the couple’s in-
come exceeded $40,000, a wife v_vho‘
stayed at home. could not make a $2,000
tax-deductible contribution to an IRA. In
essence, a homemaker would have had
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no tax incentive to establish an [RA.

The new law allows a stay-at-home
spouse to contribute to an IRA evenif 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 their401(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 bill dropped a

provision, sponsored by Sen. Carol
Moseley-Braun, D-Ill., 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 requ1re-
ment to 401(k) plans.

Employers and their representatives

'SOCIAL POLICY

lobbied furiously to persuade negotiators
to drop the provision, contending it
would increase their paperwork and
harm workmg 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 standpomt 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

Res1gnat10n of Fund Officials
May Smooth Way on Spending

wo Treasury Department officials
"in charge of a community lending
program have resigned amid reports
that $11 million in grants were award-
ed to companies with ties to the Clin-

tons and that documents supporting -
the selections were written only when -

- a House panel began investigating.
Kirsten Moy, director of the Com-
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 depart Aug..30.
Congressional investigators and the
department’s inspector general, Valerie
Lau, found that in April, Moy instruct-
ed Rohde to write undated, after-the-
. fact evaluation documents on four of
the grant recipients and insert the doc-
uments in the program’s files just

hours before staff employees from the -

House Banking and Financial Services
Subcommittee on General Oversight
and Investigations arrived. The grant
recipients had been selected in July
1996. (Weekly Report, p. 1873) ;
“Let me state unequivocally that this
action was a serious error of judgment

By Donna Cassata

and ir\qbnsisteﬁt with the standards that
should govern our relationship with the

- Congress,” Rubin said in a letter to Rep.

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 .
-there was no political favoritism in the

selections and the award decisions
were “based solely on merit.”

In a statement, Bachus, who had indi-
cated that the program’s credibility
would suffer as long as Moy a.nd Rohde
were in their positions, commended Ru-
bin for his action. “The Treasury Depart-
ment needed to take strong action, and
this was a necessary step,” Bachus said.

In announcing the resignations, the
department also said it has moved to

strengthen its internal procedures and

controls, including a conflict of interest
policy for reviewers of applications, a
numeric worksheet in making assess-
ments of potential recipients and a two-
day training session for reviewers.

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) '

In the first round of grants in July
1996, the program awarded $37 million
in grants, loans and other financial assis-
tance to 32 entities. The losing appli-
cants complained to lawmakers about

" suspected political preference, prompt-

ing 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
bill (HR 2158) for veterans, housing (VA-
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 subcommittee that oversees
funding for the program, had sharply crit-
icized the project as “totally without con--
trols.” (Weekly Report, p. 1792)

The House, when considering the VA-
HUD spending bill, struggled with an
amendment that would have cut the pro-
gram’s $125 million budget request to the -
current level of $50 million. Sponsors of
the measure abandoned the effort after
receiving assurances from senior law-
makers that they would discuss the pro-
gram with Treasury Department officials.

The departure of Moy and Rohde
strengthens the hand of the program’s
proponents as they seek full funding in
House and Senate negotiations on the
spending bill, which are scheduled for .
September. - [ ]
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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 829; S 6) The bills
would ban a controversial abortion procedure that opponents call a “partiat
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 Reconciliation 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 5 as
the fiscal 1998 budget resolution (H Coh 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. Revenué 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 exemptlons and offering tax credlts for college costs.
Those cuts and others would be partially offset by i increases in airline ticket
taxes ($33 billion over five years) and other adjustments. (Story, p. 1916)

Defense Authorization. (HR 1119 — H Rept 105-132; S 936; formerly S
924 — S Rept 105-29) Both House and Senate bills would authorize about
$268 biliion for fiscal 1998 programs, $2.6 billion more than the president re-
quested, Neither bill- would authorize the new round of base closings the ad-

* “ministration has requested. The House bill would continue production of the

B-2 bomber; the Senate bill would not. (Weekly Repart, p. 1882))

Housing Overhaul. (HR 2 — H Rept 105-76; S 462 — S Rept 105-21) The
House bill would decontrol public housing, send more authority to local hous-
ing officials, repeal the 1937 law that established the framework for the na-
tion's housing authorities and require more community involvernent from pub-

lic housing residents..It would establish block grants to local housing
agencies, giving them more control over how they spend their money. The
Senate bill would give local officials more authority and require tenants to take
more active roles. It would amend rather than repeal the 1937 law. (Weekly
Report, p. 131 8)

Juvenile Crime. (HR 3 — H Rept 105-86; HR 1818 — H Rept 105-155; S 10)

HR 3 and S 10 would require the federal government, and encourage states, to
try the most violent youth offenders as adults and to adopt measures to curb

juvenile crime. HR 3 would authorize $1.5 billion in grants to-states in exchange

for state efforts to send more juveniles to adult court for trial. HR 1818 would -
combine. several crime prevention programs into a block grant to states. S 10 - -

would authorize $3.6 billion and would expand the federal role in prosecuting
juvenile gangs. It also would restructure the Office of Juvenile Justice and

) " Conference’ report on‘
.. HR 2015 approved B

R

HR 1122 passed
3/20/97.

HR'2015 passed
6/25/97

7/30/97

6/26/97

"HR' 201 I3 approved
7/31/97

" HA 2014 passed '

.

Delinquency Prevention, which funds crime prevention programs. (Weekly Re- _." o

port, p. 1795)

Transportation Law Reauthorization. The main fedéral law authorizing -

transportation spending programs, the 1991 Intermodal Surface Transpbnation ;
Efficiency Act (PL 102-240), expires Sept. 30, setting the stage for battles over
policy priorities and states’ shares of federal spending. Among bills introduced

are bills by President Clinton (S 468; HR 1268); Sen. John W. Warner, R-Va.,

and Rep. Tom Delay, R-Texas, (S 335; HR 674); Sen. Max Baucus, D-Mont. (S .
532); and Sen. John H. Chafee, R-R.1.:(S 586). A proposal caling for a big in- ‘

crease in'spending is expected from House Transportation and Infrastructure
Committee Chairman Bud Shuster, R-Pa. (Weekly Report, p. 1868)
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S 936 passed
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SPECIAL REPORT

A Balanced Budget Deal Won,
A Definmg Issue Lost

‘Without the deficit as arallying point, parties may be impellcd
to rethink their agendas and political rhetoric

ongress has de-

camped for its Au- |

gust recess having .
cleared legislation to bal-
ance the federal budget
by 2002 and provide the
first broad-based tax cut .

face a daunting question
upon their return in Sep- ,
tember: What's left to-
fight over?

Republican majori-
ties first elected in 1994

terpiece of their fiscal
agenda — a balanced
budget.— and added
their “crown jewel” of a
$95 billion net tax cut"
over five years as well.
They can tout a $500-
per-child tax credit, a
cut in the top individual tax rate on proﬁts from the sale of

" stocks and other assets, and a significant increase in the es-

tate tax exemption.

At the same time, President Clinton has what may be his
greatest legislative triumph — perhaps his monument. Not
only can he claim'to have “set the nation’s fiscal house in or-
der,” as he said July 29, but he. can say he negotiated a win-
mrrg deal in the bargain.

Clinton’s team left the table with what he wanted on
more of the details — the scope of the child tax credit, a
new children’s health initiative, restoration of welfare ben-
efits for disabled legal immigrants and a score of other is-
sues — than most in Congress expected when thé overall
compromise was roughed out in May. (Weekly Report, p.
993) ‘
It is difficult to overestimate the psy-
chological importance of bringing the
budget towards balance for the first time
in three decades, both for politicians in

challenge of the past decade.

This deal will doubtless be amended Education

By Ronald D. Elving

Clinton announces the balanced-budget agreement at the White House on
July 29 as Gore. left, and Democratic lawmakers applaud

Welfare.........ccc.ocoue... . 1847
District of Columbia.................. p. 1849

over the next five years
of budget resolutions
* and reconciliation, and
appropriations bills. If it
retains a recognizable
shape, today’s dealmak-
.ers will have been vindi-
cated. And if the deficit
stays in its cage through
the next recession or
national emergency, pol-
icy will have shown its
mastery of circum-
~ slance.

But while Washington '
" awaits history’s judgment

of these questions,'Con- .
gress must decide how to .

* order its calendar and its
priorities without the
perennial preoccupation
with the deficit.

From the standpoint
of partisan polltlcs who will miss deficit spending more:
those who wish they had more money to spend or those
who wish they still had the deficit as an issue?

“It's going to be kind of tough to be a Republican, in a way,”
says former Rep. Fred Grandy (1987-95), an Iowa Republican
who now heads Goodwill Industries International. “We stand to
lose a major shibboleth in the ‘tax-and-spend’ issue.”

Coupled with the end of the Cold War, which leaves few
opportunities to hammer on foreign affairs, pa.rty-deﬁmng is-
sues are getting harder to find. “It's been years now since the
Berlin Wall has fallen,” Grandy said. “That means going more
into the social agenda for issues. It means going into local
and personal issues that are by nature divisive.”

Gerald Pomper, a professor of political science at Rut- .
gers University’s Eagleton Institute; sees a bipartisan para- .-
dox in the aftermath of a successful
budget deal.

“It makes it tough to run a cam-
paign for both parties,” said Pomper.

DOUGLAS GRAHAM

Washington and the nation at large. Econ- TAXES..oevieriiice e p. 1837 “It’s hard to do the usual line about ‘lib-
-omists may debate its significance in the GOP 1eadership..........cococev.... p. 1838 eral big spenders,’ and it's hard for the
overall economy, but deficit reduction VEto targets.........overveerrveronrnnnn, p. 1839 | Democrats to talk about ‘oppressors of
has been the foremost political and policy Medicare.. ... 1843 the poor and the middle class’ when, if

1846 anythmg, they've helped in the op-

* pressing.” )
In the short run, Pomper said, the

deal should help Republicans divert

and Andrew Taylor

attention from recent leadership
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\n the day

J Capitol's East Steps to cel
agreement, one man in the crowd
immediate endorsement was Bill.

who

. R. Kasichi, R-Ohio, di
position on the House
count.” . v
* 'And buses took many
victory party at the South
; :President Clinton declared that the a
' the nation *StTONger, mofe vibrant;:
“..*'The deal drew ‘supp from’
~ spectrum because it wou
- "spending programs, inc uding e
“age for children. -~ * Pl
But some fiscal co

AR

“little for the deficit, and sorie

. would accrue mostly for th
sUnfortunately, this agree
- hopes-for today’s headline '
. sentér, House Minority ;
" And i the Sénate; Republi¢an
ried that the agreement woiild,
to contain the burgeoning costs of
tlement programs such as Medicare,
_ but would spur a new d-
ing on social programs.
of programs that are
phants,” he said.

like baby ele-

¥
’

Last-Minute Dealing
After months of budget-balancing
negotijations, officials closed the gap
with intense talks in the Capitol, includ-
ing discussion over the July 26-27
weekend. Gingri '
Leader Trent Lott; R-

White House team headed by Chief ‘of

Staff Erskine Bowles, Treasury Secre-*

* tary Robert E. Rubin and others.
. Negotiators made early progress on
' _the spending bill (HR 2(_)_1_5_),

that Republican léaders
eb! p_eﬂ}g._b

ns'ervam.lésgrum ledt.hat |
libérgilsw«)'rﬁthhatbgn'eﬁts .. b
wealt.h e s R AN )

round of spend-
“We start'alot

ch and Senate Majority .
Miss., faced a’

it-v;'ri;ul.d; do.

BOXSCORE

Bill: HR 2015 (Conference report:
H Rept 105-217) — Spending
portion of budget reconciliation.

Latest action: Senate cleared bill,
85-15, on July 31, a day after the
House adopted the conference
report, 346-85.

Next likely action: President
Clinton is expected to sign the bill
the week of Aug. 4.

" liberal Democr _
‘state lawinakers.oppo'sed to a highe
cigarette-tax. (Vote 345,p. 1894). -

. Moving with rare dispatch, the Sen

. ate'passed-the $pending bill July 31,

*16, with liberals such as Edward
Kennedy, D-Mas$., and ‘conservatives:
such as Majority Whip Don Nickles, R-
Okla., joining in'support. (Vote 209,.
1808 shal
 Lott was
will of the moment

' so caught up in the good:

round: Weekly Report, pp.
609, 1492; 1423,

Backg
1763, 1681, 1

.| 1304, 1179, 1117, 1047, 993.

though
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SPECIAL REPORT

49% |

Since'the ﬁrst in 1792 the federal govemmant has generated

frequently since the: 1930s as. the top chart shows, the'nation’

SOURCES: COngrasaaonal Budqelomce cocaleulationa ’

more than 100 deficits: But deficits have appeared much.moie

spent unprecedented amoums on defense dunng World War- Il.‘ -
Defi cvts soared in the 19803 as the govemment cut taxes

.85|% [FY'|97T‘ B

struggles and refocus their drive for more seats in the
House in 1998.

“But for the long run it may be good for the Democratic

Party,” he added, “because what Clinton's been doing is tak-
ing away major issues for Republicans to run on — crime,
welfare, wasteful spending.”

Differences Among Democrats?
Certainly that is the way Vice President Al Gore will want

to read the portents, having bet his political future in 2000 on

Clinton’s success. But there well may be other Democratic
views on this score, including those of House Minority Leader
Richard A. Gephardt, D-Mo., who has been conspicuously ab-
sent in the celebrations of the budget deal.

Gephardt, and perhaps other potential bldders for the

. 2000 presidential nomination, well imay contend that Clinton

and Gore purchased peace with the GOP at the expense of
traditional Democratic constituencies.
GOP leaders, too, dispute the notion that Clinton stole

" their clothes. And they vow to unveil a substantial agenda in

the coming months that will address issues of education and
the workplace, as well as tax simplification, in hopes of ap-

. pealing to families and owners of small businesses.

But it may be difficult in either the short-term or the long
to arrive at anything as momentous as a balanced budget or

as consensus-building as a tax cut.

“I'm not sure there is any ovemdmg issue at this point,”
said James Campbell, a professor of political science at
Louisiana State University. “This would have been the time-
for Jimmy Carter's ‘malaise’ speech. People are tuning out

.completely.”

Well, not everyone. Among those who have not tuned out
are the many social-conservative activists who have lan-
guished for years in the shadow of the fiscal issue. Ralph
Reed, the former executive director of the Christian Coali- .
tion, often warned that while religious conservatives sup-
ported a balanced budget and tax cuts, they expected recip-
rocal attention to their own agenda oncé the money matters
were resolved.

Meanwhile, more secular conservatives who regard the
budget deal as a sellout on principle will not sit idly by while
the discussion moves on to other i issues they find less com-
pelling.

Stephen Moore, director of fiscal policy studies at the lib-
ertarian Cato Institute, has objected in the National Review to.

“the ludicrous statements by [Senate Majority Leader Trent]

Lott and [Speaker Newt] Gingrich that ‘Now that the budget’
is behind us we can move on to other issues.’ ™ Moore com-
pares this to a couple rushing through lovemaking S0 they
can watch late-night television.

-
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The blggest revenue ralser — $33 2 billion over five E
. years—isa package of additional levies on air travel:

Also, the.current federal tax on c1ga.rettes ‘of 24 cents-a

pack’ will increase by 10 cents in 2000 and 5 cents more in
+:2002. But tobacco compa.mes ‘won a last-minute provision
" .that. would reduce the ‘penalty they negotiated with state at- -
torn]eys general to settle a rash of liability lawsuits by the
amount raised by the increased c1garette tax — roughly $75 -

" billion over. 25  years. ( Taa: detads p 1840; tobacco ta.r p.
~'1869) -~

e Spendmg Drops below prOJected levels by about $263
bllhon over five years, with the most savings — $115 billion-
= conu:}g,‘frox_n _reduct;o_ns_m_ the growth of Medicare, the

A

s - e

' cuttmg payments to hospitals and by giving.state

np
X Medicaid $10 billion i in savmgs o) the government

X et

flexibility to find efficiencies in their programs AT
[ Welfare. Legal lmmlgrants who were in the Umted_’

. cash beneﬁts for the dxsabled whet.h r"they were dlsabled
'then or became dlsa.bled later. it ot v

And Medicaid coverage would be continuéd for dlsabled '
children who lose their Supplementa.l Secunty Income ben-}-_"
efits because of changes'in ellglblhty contamed m the wel- .

. fare law.

Also, a fund worth $3 bdhon would be creat,ed to help
states place long-term welfare- recxplents mto ‘the wqu S
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' as a warning against over-

" in either party pressmg its

- ning strategy. The party

Campbell reads the “les-
son of the 1990s elections”

reaching or overpromising
on the part of either party.
Given this national mood,
Campbeu sees obvious risk -

wish list.

““Of course, there are
people who are not willing
to lie low until things get
clarified, people who don't
want to bide their time,”
said Campbell. “But Newt
realizes that is not a win-

ought to be stronger after
1998, and maybe after 2000
it.will. have a president
who will be more sympa-
thetic.”

Looking to 2000'is a re-
current theme in some:
GOP leaders’ public state-
ments. Gingrich; R-Ga., has
called for a comprehensive
debate on ways to reduce
the role of the federal gov-
ernment and to overhaul
its tax system as part of the
2000 presidential- cam-
paign.

But defining the party's
direction by means of a
debate has its dangers too.

“There is peril in suc-
cess,” said Grandy. “To
some degree we are vic-
tims_of our own success
right now. Without a major
cause to champion, the fac-

" tions of a party tend to fight among themselves.”

The Foundation of Success

~The relative ease with which’ Clmton and Congress pro-
duced the final piece of the balanced-budget effort makes it

. easy to forget the tortuous path that brought them to this

point.
The budgeteers of 1997 were able only to draft a plan

. that satisfies staunch conservatives such as House Ways

and Means Chairman Bill Archer; R-Texas; and liberals such
as Sen. Edward M. Kennedy, D-Mass., because of the
groundwork laid by the politically wrenchmg anti-deficit
battles of 1990 and 1993.

. And without a roaring economy churning out revenue
greater than anyone expected, the separate, back-to-back cele-

brations by Democrats at the White House and by Republicans '
_ on the steps of the Capitol on Ji uly 29 would not have been pos-

sible. (A bipartisan signing ceremony is expected the week of
Aug. 4.)

“The true hero i is this stupendous economy. ... The econc-

" my has done more to reduce the deficit than the politicians

have,” said Martha Phillips, executive director of the Concord
Coalition, a balanced-budget advocacy group. Referring to the
1990 and 1993 packages, she adds, “This is probably No. 3 in

Ohio Republican John R. Kasich, chalrman of the House Budget
COmmlttee, talks abotit passage'of the budget deal at a news
conference July 30. :

SPECIAL REPOHT

terms of size and momen-
tousness, but it's the last lit-
tle piece.” |
~ For budget purists, the.
final product puts off until
tomorrow the tough choic-
es needed to address the
crisis that will occur when
the Baby' Boomers begm to
retire and claim Social Se-
curity and health care bene-
fits. (While the Senate had
‘N .voted to increase from 65 to
" 67 the eligibility age for
Medicare coverage and take
other dramatic cost-saving
steps, the final bill does
none of that, deferring to a
-bipartisan study commis-
sion.)

But for the overwhelm-
ing majority in Congress,
which has been obsessed
with the deficit since the -
1980s, such long-term con-
cerns were secondary to
getting the deficit monkey
off its back. .

“When this administra-

tion took office, America’s
budget deficit was'$290 bil-
lion and rising. We put in
place a comprehensive
economic strategy to cut,
the deficit and invest in our
people,” Clinton'told the
oowsasaraay  Cheering gathering of
Democrats on the White
House's sunny lawn. “The
budget plan adopted in
1993 made a large con-
tribution to today's con-
ditions in Amerlca a'strong economy, low inflation
and a deficit that has already shrunk by more than 80 per-’
cent.”

For Republicans, the agreement caps a balanced- -budget
and tax-cutting drive that has consumed them since they
took over Congress in 1995, though it came through mcre-
mental change, not revolution.

“We are reversing the decades-old trend of bigger govern-
ment, bigger taxes and bigger spending,” said Senate Fi-
nance Committee Chairman William V. Roth Jr., R-Del. “Bal-
ancing the budget and cutting taxes are Republxca.n ideas —
make no mistake about that.” _

i
Banking on Economic Projections

This budget pact, like many preceding it, is facing criti-

cism for relying on economic predictions that there will not

" be a recession in the next five years, savings from discre-

tionary appropriations that really do not bite until after the
2000 elections and one-time (and perhaps illusory) savings
from auctions of the electromagnetic spectrum. The agree-
ment will produce projected savings of $263 billion through
2002.

The real credit for bringing the budget near balance, say
budget gurus of all stripes, rests with earlier efforts, including
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the much-maligned 1990 deal that helped send President
George Bush home to Houston and the Democrats-only effort
of 1993 that led to-the GOP takeover of Congress. (1990 Al-
manac; p. 111; 1993 Almanac, p. 85)

. When a Republican majority stormed the Capitol in 1995,
the deficit stood at about $200 billion. To reach balance, they
proposed to cut projected spending by $894 billion and cut
taxes by $245 billion over seven years. At the end.of the land-
mark 104th Congress, Republicans could point to two princi-
pal areas of savings: $49 billion from reduced domestic ap-
propriations and another $55 billion estimated to flow from
the welfare overhaul law (PL 104-193). About $16 billion in
those welfare savmgs would be restored

THE DEFICIT DEAL '

. tance taxes, a critical demand of small businesses and family

farmers who have complained that estate taxes make 1t diffi-.
cult to pass their businesses on to their heirs.

¢ Medicare. Republicans came under withering political
attacks for their 1995 Medicare plan, which, among other
things, would have capped total Medicare spending. This

year's agreement takes a more gradual approach — but still -

represents some of the most important changes since the

‘program started in 1965. Republicans retained many of the

elements of their vetoed 1995 plan, such as opportunities
for the-elderly to establish “medical savings accounts.”
Most of the $115 billion in Medicare-related savings would
come from reducing payments to hospi-

under this year’s spending bill. (1996 Al-
manac, p. 6-3)

.~ When Clinton and Congress returned to
the budget after the 1996 election, they con-
fronted an easier job, as well as a better
sense of each other’s boundaries. When
1997 began, the Office of Management and
Budget (OMB) estimated the deficit for the
current fiscal year at $126 billion. Now, the
deficit could dip below $40 billion, fueled

. by an economy on overdrive.

Simply put, the final deal comes at a
juncture in deficit politics at which it is pos-
sible to balance the budget with relatively
little pain. And, at a critical juncture just be-
fore negotiators closed out their talks May:
2, the Congressional Budget Office (CBO) .
adjusted its revenue estimates to make ne-

tals and other health care providers and
by integrating more managed care into
the program.

For Clinton and congresswnal Democ-
rats, the biggest victories included:

o Taxes. As expected, Clinton succeeded
in killing a House drive to exempt from tax
the portion of capital gains attributable to
inflation. And he also succeeded in extend-
ing the $500-per-child tax credit to low-in-

" come workers who pay no federal income
tax because of generous Earned Income
Tax Credit benefits. They will be able to
clairm it against their payroll taxes for So-
cial Security.

o Children's health. This expansion of
health coverage for the children of low-
income, uninsured parents was not in-

“Yt 3 :

gotiators' jobs easier by assuming $225 bil- It-ls a quick ﬁx for the cluded in Clinton's budget. But it was
lion more in revenues over five years than next few years, not a pushed hard by Kennedy, Senate Minori-
under prior estimates. liable bl int f . ty Leader Tom Daschle, D-S.D., and .

Ironically, among the politicians who -re e blueprint for our prominent Republicans such as Sen. Or-
stand to benefit most from the deal is nation’s future.” rin G. Hatch, R-Utah. The May 2 budget
Gingrich, who ascended through the : agreement called for a $16 billion initia-
GOP ranks in part by vilifying the politi- — Richard A. Gephardt, D-Mo., tive, but the final spending bill will pro-

cally wrenchmg 1990 and 1993 budget
bills. -

House minority leader

vide $24 billion, financed by a 10 to 15-
cents-per-pack increase in the cigarette

While those earlier deals did much of
the heavy lifting, the GOP revolution
changed the political dialogue. Clinton vetoed their bal-
anced-budget bills and adroitly exploited their admitted
over-aggressiveness, but Republicans clearly pulled hlm in

1he1r d1rectlon

Satisfaction on Both Sides
In the end; both sides could claim significant victories. For
Republicans, their list included: .
e Taxes. Just getting a tax-cut bill signed by Clinton repre-
sents a major win for Republicans. But as Clinton noted, this

tax package is small in comparison to President Ronald Rea-
gan's 1981 tax cut, about one-tenth of the size after adjusting

for inflation. But Republicans are able to reward key ele-
ments of their constituency. The pro-family wing gets the li-
on's share, the $500-per-child tax credit for families with ad-
justed.gross incomes of up to $110,000 per year, estimated to
cost $84 billion over five years.

Supply-siders received the crown jewel of t.he GOP a.gen-
da, a cut from 28 percent to 20 percent in the top individual
rate for capital gains. While Republicans had to give up their
proposal for discounting long-term profits to account for in-

- flation while the asset was held, they won an even lower rate
of 18 percent for assets held for five years.

Republicans also prevailed on provisions to ease inheri-
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- Unfinished Business

Even as lawmakers raced to go home and tout their ac-
complishments to their.constituents, there were a few
skunks at the picnic. '

Gephardt attacked the final bills as unfairly tilted
towards the wealthy and insufficiently aggressive on

the deficit. “It is a quick fix for the next few years, not a

-reliable blueprint for our nation’s future,” Gephardt said

July 29. .

A handful of deficit hawks attacked the end result as a
missed opportunity to address demographic and generational
problems that loom when Baby Boomers start to retire. Three
controversial Senate Medicare provisions — to gradually raise
the eligibility age from 65 to 67, increase premiums for wealthi-

_er beneficiaries and impose a $5-per-visit co-payment on certain -

home health care benefits — all were dropped. Instead, Con-

.gress and Clinton agreed on a 17-member bipartisan commis-

sion to recommmend the changes required to prepa.re Medicare
for the next generation.

At the end of the day, however, the final measures were
shaped by the politics of 1997: a Democratic president at the
height of his popularity and a chastened Republican Congress
that reads the split decision of last year's election as a man-
date for incremental change. - [ ]
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he tax-cutting plan .
. that brought together

'President Clinton will be re-
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tax forms will feel the im-

“boast of creating hefty new education tax

Desire To Spread the Benefits
Leads to More Complexity

congressional Re-
publicans, Democrats and

membered less for its size
— it is relatively small —
than for its complexity,
which is considerable.

The conference reports:
on the budget reconciliation
bills (HR 2014, HR 2015) are
chock full of extraordinarily’
complicated tax provisions
designed to constrain short-
term costs and push the rev-
enue losses into future
years. Those who fill out

pact for years to come.

Over five years — during
which the federal deficit is
to be erased — the net tax
cut is $95 billion. Over 10
years, it grows to $275 billion.

. Still, this is a modest bill compared with the tax cuts that
Republicans crusaded for in 1995. They would have taken at

least $600 billion from the Treasury over 10 years. Indeed,

this bill is not a lot more generous than the five-year, roughly
$75 billion net tax cut that Clinton offered shortly before t.he
budget deal blew up at the end of 1995.

But if this tax cut’s near-term total suggests a Democratic
victory, the bill's diverse provisions-actually bear the mark of

both partles and include several of the tughest tax-cut priori- -

ties of Republicans.
. Republicans can point to the largest reduction in capital
gains tax rates since 1981, a $500-per-child tax credit, a signif-
icant increase in the tax exemption for estates and an expan-
sion of tax-preferred individual retirement account savings
plans.
Clinton and his Democratlc allies can

“work[ing] with us across

the lines of substantial

philosophical and practical

differences to reach a good .

faith agreement that is an

honorable and prmcnpled
" compromise.”

Following Clinton, Rep.
Charles B. Rangel of New
York, top Democrat on the
Ways and Means Commit-
tee, expressed partisan re-
lief: “We have now shat- -
tered the myth that we are
spending Democrats and
taxing Democrats.”

Both parties backed a
15-cent-per-pack increase in
the cigarette tax. However,
tobacco firms ultimately .
added the only note of con-

‘troversy to final debate on
the bill by successfully per-
suading GOP leaders —
with the apparent acquiescence of the White House — to re-
duce the amount of the proposed tobacco setflement ($368.5
billion over 25 years) by the amount raised by the higher cig-
arette tax. Some anti-tobacco lawmakers complained that the

. ' SCOTT 4. FEHREL‘L“
Congressional Republicans celebrate the budget and tax deal
July 29 on the steps of the House. Raising their arms.
in celebration are, from left, Gingrich, Archer, Roth,
Pete Domenici of New Mexico and Lott.

-provision, which was quietly inserted literally just hours be-

fore the bill was printed, might subtract as much as $50 bil-
lion from the settlement’s total. (Tax details, p. 1840)

Lawmakers in both parties and both chambers voted for
the conference report on-the tax bill on July 31 by over-
whelming margins. In the House, the vote was 389-43, with
just one Republican, Tom Campbell of California, opposing it.
In the Senate, the vote was 92-8; all the “ndy” votes came from
Democrats. (House vote 350, p. 1896; Senate vote 211,
p. 1898) '

Close to the Deal

credits, as well as shaping the $500-per-
child tax credit so that it is available to
most working poor families, including
some too poor to owe any income taxes. .

“For the mainstream majority in'this
country . . . this is a day of coming togeth-
er,” said Rep. Bill Archer, R- Texas, chair-
man of the House Ways and Means Com-
mittee, as he spoke to the House before
its July 31 vote.

In announcing the deal on the White
House’s South lawn on July 29, Clinton’
thanked the GOP leadership for

week of Aug. 4.

BOXSCORE

Bill: HR 2014 (Conference report:

H Rept 105-220) — Tax portion of ca
" budget reconciliation. ;| ~ cut of $85 billion and a net 10-year tax cut

Latest action: Senate cleared,
92-8, on July 31, just hours after

- the House adopted the conference
_report, 389-43..
Next likely action: President
Clinton is expected to sign the bill

‘Background: Weekly Report, pp.
1766, 1682, 1609 1495 1426.

The price of comity on the bill was the
insertion of more tax cuts than there was
room for within the parameters of the
budget agreement struck in May. That
agreement called for a net five-year tax

of $250 billion.

Even though the net cuts grew slightly
in the final days, negotiators adopted con-
voluted constraints to keep the cost of the
bill close to the agreement. That is ironic,
given that broad tax reform — such as the -
institution of a flat tax or a national sales
tax — has long been the mantra of GOP
leaders, especially Archer and House Ma-
jority Leader Dick Armey, R-Texas. )

One side effect of trying to shoehorn

1/

By Alissa J. Rubin
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 ~The new agenda, at least'in t.he‘House, mai'ihcludé ed
' catlon issues, such as Repubhcan proposals to.turn:over . :
federal education dollars to local school:districts. It also "
may include GOP pla.ns to overhaul the fedelal tax system.

abomon policy and other issues..

- But the next phase’is mostly up in the air. tht.le thought
~  Wwas given to- it during the long quest to pass t.he budget-bal-. &
" ancing legislation. The leaderslup was preoccupled with
:the.budget and the routine chaos that surrounds ‘the pas-—_ :
sage of major leglslatlon with the support of both political . -
. pa.rtxes But another contnbutor was the leadelshlp sten- .
‘ dency to lurch from one cnsm to-the next, say House GOP_’;'-'
leadels and their aJdes o RIS :
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' the 1981 tax cut. And it is much more

SPECIAL REPOIIT

Seventy-mne provxsrons in t.he tax bill (HR 2014) a.nd one .
in the spending bill (HR 2015) are subject to the presi- -
‘dent’s new line-item- veto authonty, accordmg to t.he Jomt
Comrmttee on Taxanon.*

“'one.or more of those but only those prov1s10ns that: ‘have '
been identified.” Had- t.he committee. not included its list i in-,
- the’ conference reports Presrdent Clmton would have been o
free ‘to scour the bills for provisions to ax. - : : f’_
Clinton has five days after he. SIgns t.he bllls to propose
rescmsnons of the’ ta.rgetted ltems i
‘ The Pprovisions' range from the notorlous — at least
among t.ax lobbylsts to the arcane : :

d

Inacha.llen'g%broughtlb ¥
S Distriét Cougt ju

‘additional tax cuts into the bill might be to increase the num-
ber of taxpayers who will favor the current tax code over the
possibility of a tax system overhaul.

In addition to the basics of giving tax relief to families with
children and investors making record profits from the stock
market, this bill puts extra dollars into the pockets of folks
like famlly farmers and ministers, oil company employees
working overseas and millions who use a portion of their
home as an office.

Under almost every tax-code overhaul plan, these tax pref-
erences and the scores of other deductions, exemptions and
credits that the current bill does much to augment would be
wiped out and replaced by lower overall tax rates. But such
sweepmg reform was never a serious option this year. And
some tax experts say it now looks even less likely in the fore-
seeable future. _ .

“This tax bill is a step away from tax reform,” said William
Beach, a tax analyst with the conservative Heritage Founda-
tion. “It makes it a little harder to go forward with tax re-
form.”

Sen. Phil Gramm, R- Texas, who made a tax overhaul the
centerpiece of his. unsuccessful 1996 presidential campaign,
said, “The only way you can Slmpllfy the tax code is with a
broad, across-the- board reduction in taxés, and we're talking
in this bill about a very, very modest change in taxes — about
1 percent of total tax revenues, or.$17 billion per year. You
can’t snmphfy the tax code with that; it's

“The middle class is going to enjoy the same complexity
that previously we restricted to the wealthy. . .. This is the
H&R Block support bill,” said former Congressnona.l Budget
Office Director Robert D. Reischauer, a senior fellow at the
Brookings Institution.

“You're going to have to be a masochist to do your tax re-
turn yourself,” agreed economist Rudolph G. Penner, another
former CBO director.

Wading Through Prowsmns

Virtually every one of the major provisions that will affect
millions of Americans — such as the per-child tax credit, the
capital gains tax cut, the expanded Individual Retirement Ac-
counts (IRAs) and the education tax cuts — have phase-ups, -
phase-downs, differing income eligibility limits and piec'es
that go into effect at varying times.

For example, the capital gains tax used to have Just two
rates for individual long-term capital gains — a 28 percent top

- rate and a 15 percent rate for all taxpayers in the 15 percent
"income tax bracket. It will soon have at least six rates: two

. rates for those who hold assets for 12 months to 18 months,
two rates for those who hold assets for more than 18 months,
and two rates for those who hold assets for more than five
years after 2000. In addition, gains on collectibles such as art,
antiques and jewelry are taxed at different rates from stock,
and real estate has its own special rate.

IRAs, which used to be a relatively

not possible.” .

Tax experts say thls tax cut — al-
though it is the first net tax cut since Prés-
ident Ronald Reagan’s legendary 1981 in-
come tax rate reduction — is indeed
small. It is just about one-tenth the size of

comphcated

Tobacco Tax Tradeoff

A controversial provision added to
the tax bill at the last hour would re-
duce the size of the tobacco settlement
agreement by the amount of the in-
creased cigarette tax. Story, p. 1869..

‘simple way for lower- and lower-middle
income taxpayers to save pre-tax dollars
for retirement, are going to bléssom into a
complex system in which there are tax-
deferred savings accounts available to all
but the top 3 to 4 percent of taxpayers, as
well as education savings a¢counts and.

accounts for after-tax dollars from which
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: ' 'percent of up to $10 000. Taxpayém'
- would be ehglble for the full credit if thelr adjusted gross

" credit are indexed sta.rtmg in:2001; and-ifi ome lmuts'for "'to]]ga.te tax” at the 20 percent rate on the gain on their as-
" both credits are indexed in 2001. Est.lmated cost. $31.6/bil- sets up until 2000 and t.hen could take advantage of t.he 18.
:f " lion over five years and $76 ‘billion over 10! years percentvraxe;'-. R :
: @ Education savings‘accounts, which would allow -ta.xpay-. -" e Real estate profits subJect to t.he capnta.l gams ta.x would

ers to make an after-tax contnbutlon of up ‘to $500 peryear. be taxed at a 25 percent rate. )

. for each child under age 18 in a savings accourit similar to """ Estunat,ed cost: $123 million increase in revenues over

an individual retirement account.. The' pnnclpal and inter- - ‘ﬁve yea.rs, but a loss of $21.2 billion over 10 years. .

. est could beé withdrawn tax frée.to help pay fora clulds col-' “"The bill also eliminates capital gains taxes on profits _
... lege or graduate education. Virtually all: taxpayers <-'éx- <. from the sale of primary resxdences that sold for less than*

cept those wn:h mcomes m the top 3 perce or so would :"$250 000 for md1v1dua.l ta.xpayers and less than $500 000 for' '

.

B

|
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SPECIAL REPORT

: A new type of TRA: would
as a “back-loaded IRA All:
(single filers with adjusted’ gross :
than $95; 000, joint filers wi

. Contributions to both the taxdeferred and’ )ac
IRAs may not exceed $2,000 per. yea.r per taxpayer

Esnmated cost: $l 8 bl]llon ov'er ve years and $20 2
lion over 10 years..

. ® Estate Tax: Under current law the umﬁed estate gnd_ v

gift credit allows taxpayers to exempt up'to $600 000 of-

_estate from taxes. Under the bill, that will increase gradual-"
1y to $1 million in 2006. For family farms and small busi- .
nesses, there would be an exemption of $1.3 million in"
1998, and the exemption.would remain at that level. Esti:

" thated cost: $5.9 bllhon over ﬁve yea.rs and $33 1 bllllon-

over 10 years.
@ Alternative Mmimum Tax The bill sha.rply reduce
the alterriative minimum tax, whnch is pa.ld by corporal:lons

that.do not owe. corporate income tax Estimated cost. $6: 8
. billion over five. years and $18. 3 billion oyer 10 years:. The -

provision also would exempt most small businesses — L H

those with gross receipts of $5 million a year or less — .

from paying any alternative minimum tax. Estimated cost:

$577 million over five years and $762 million over 10 years. -

@ District of Columbia: The bill would create special
economic development zones in impoverished neighbor-

hoods so that employers who move there would be eligible ,

for a 20 percent wage credit, increased expensing and ex-
. panded tax-exempt financing. Capital gains on sales of
business property in'such’ neighborhoods would be re-
] duced to zero if the property were held for at least five
years. First-time home buyers would get a $5,000 credit if.
their adjusted gross annual income were less than $70,000
for single filers and less than $110,000 for joint filers. Esti-
mated cost: $686 million over five years and $1.2 billion
over 10 years.
@ Amtrak bailout: The unpen]ed passenger ra.llroad Sys-
tem would receive a refund — known as a net operating

Ttalsoi imposes a’7. 5 percent tax on purchasw of frequent—
flier miles by credit card companies and others. Taxes on air
cargo and aviation fuel are extended. Estimated revenue:
$33.2 billion over five years and $79.7 billion over 10 years.

. ‘@ Tobacco Tax: (Technically part of the spending bill, HR

2015) The cuirent 24-cent-per-pack tax on cigarettes would
rise by 10 cents per pack in 2000 and another nickel per
pack in 2002. Taxeés on other tobacco products, including

“roll-your-own” leaf tobacco, would also increase. If Con-
gress agrees to a proposed settlement between tobacco
companies and states — hearings on the settlement are on-

‘going in Congress — the money raised by the tax would re-

duce the size of the settlement on a dollar-for-dollar basis.
Estimated revenue: $5.2 billion over five years and $16.7
billion over 10 years.

—Alissa J. Rubin
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“ments to.speak of, there is little -

burden.

~ bill for people who have no
" children, are not players in the

SPECIAL HEPORT

the principal and interest may
be withdrawn tax free.

While lawmakers boast that
this is a tax bill that has some- -
thinig for everyone at every
stage of life, in fact there are
many taxpayers who get noth-
ing. For taxpayers who have
finished their education, have .
no children and-have no invest-

in the bill to relieve their.tax

Similarly, retirees get little
out of the .bill unless they.
choose to sell their home. So .
long as its value was less than
$500,000 for a couple or
$250,000 for an individual, they
would not pay a capital gains

Asked what was in the tax"

stock market and have finished their schooling, Gene Sper-
ling, director of Clinton’s National Economic Council, hesitat-
ed and looked slightly embarrassed: “Let’s see. No kids, not
married, not much in the stock market — [ think you re de-
scribing me."

Sperling then noted the bill’s expanded IRAs and the home
office deduction. In addition, a single taxpayer with an ad-

justed gross annual income of less than $40,000 who is still .

paying off college loans would get a deduction of up to $1,000
for interest payments; that would rise to $2,500 in 2001.

But Sperling defended the bill's generallappro_ach saying,
“The theory of a targeted tax cut is to help people when there
is the greatest burden on their income.” '

Sealing the Deal
As late as rmdday on July 30 — less than 24 hours before

Congress was slated to vote on the bill — lawmakers and the’

White House were still haggling over several provisions. A plan
to bail out Amtrak, the financially ailing passenger railroad, was
a top priority for Senate Finance Committee Chairman William
V. Roth Jr.,, R-Del. White House aides were pushing for a reduc-
tion in tariffs on products made in Caribbean countries.

" The tariff provision was dropped, but the Amtrak provi-
sion made it into the bill — although its implementation is
contingent on the railway instituting an array of management
reforms that look unlikely to ever occur. .

The final stage of give and take started on July 25, when

- top administration officials began intensive meetings in the

offices of Speaker Newt Gingrich, R-Ga., and Senate. Majority

leader Trent Lott, R-Miss. While it had been suggested that

two of the most contentious players — Archer and Treasury
Secretary Robert E. Rubin — might be left out of the final ne-
gotiations, both were involved in cutting the final deal.

The final tax bill bore the imprint of both men. The adminis-
tration succeeded in persuading Republicans to drop a provi-
sion that in would have eliminated any tax on the portion of a

capital gain due to inflation. But Archer, backed strongly by

Gingrich, persuaded the White House to allow profits from the

sale of an asset held for more than five years to be taxed at a -

lower rate.
As is often the case, it was not blg-plctl_lre tax policy that
held up the bill, but disagreements about finer points. At the

. 1842 — AUGUST 2,1997 CQ

* Rangel, shown at a June tax markup session of the Ways and
Means Committe, expressed relief at reaching the deal
tax. . . during the White House announcement July 29:
“We have now shattered the myth that we are spending
Democrats and taxing Democrats.”

-argument against the bill —

last minut.e, the admixﬁstmtibt_\

bill over a provision inserted
at the behest of Sen. Paul

have allowed IRA savings to
be used by families to pay tu-

elementary and secondary

claimed the.provision would
undermine public education;
Republicans asserted that

school choice by parents. It
was dropped. (Story, p. 1846)

was on the income limits for
IRAs. Roth fought for higher
income limits, while the White
House tried to tailor them to
middle-income Americans.
Roth won that round; all but
the richest 3 to 4 percent of
Americans will get a tax break for using the savings account.

 However, the administration insisted that annual caps be

placed on the amounts that can be depo_sited in the accounts.

The Faimess Debate GoesOn

Although dissenters on the final votes were few, the main
and the most oft-repeated theme
of Democrats throughout the negotiations — was that it was

- tilted too far toward higher-income Americans.

While the tax packagé has many benefits for nuddle-mcome

-taxpayers, especially in the first five years, the final package al-
so rewards the wealthy, according to economists. “Certainly

this tax bill heaps benefits on the upper middle class and the up-

per class when private markets have rewarded them spectacu- .
* larly,” said Reischauer, who noted that even the largest of the
so-called middle class tax benefits — the $500-per-child tax .

credit — goes to all but the wealthiest 10 percent of taxpayers.

Leading the charge on faimess was House Minority Leader’

Richard A. Gephardt, D-Mo., who lambasted Republicans for
such provisions as the reductlon in caplta.l gains tax rates and
deep cuts in the corporate alternative minimum tax, which is

threatened to veto the entire .

Coverdell, R-Ga., which would

ition at parochial and private . -

Clinton was undermining .

_ s¢hools. The administration .

Another last-minute fight ~ -

paid by some of the country’s largest companies. Armed with -~

charts and backed by much of the Democratic caucus when the
bill first passed the House, Gephardt took a strong stand
against the bill passed by the Ways and Means Committee,
which was drafted almost entirely by Republicans. But at the

end of the day, he parted ways with Clinton.

“I believe in building this economy from the bottom up,

not the top down,” Gephardt said. “Unfortunately, this tax bill-

will make the.tax code less progressive.”
In contrast, Rangel, whose district is centered in Harlem,

" drew laughter when he ribbed his Republican colleagues dur-

ing the floor debate on their insistence on indexing capital
gains for inflation — a provision ultimately dropped from the
tax bill. “I do not know your districts as well as I know my
own, but really, people do not run inside my [political] club-
house asking, ‘How did you do on mdexmg" And for God S
sake, did you reduce capital gains?' *

The fairness debate looks likely to come back over and
over in the coming years, especially since Republicans
promise that this is just the first in a series of tax-cut bills.

“We're just warming up,” said Archer. ‘ ]

(
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Long-Term Fixes Are Delayed,
But Political Logjam Broken

he Medicare legislation
I that Congress cleared
by a wide margin July
31 as part of the balanced-bud-
get bill would provide several

short-term fixes to buck up the

program for the elderly and
disabled. But lawmakers fell
short of making the compre-
hensive adjustments needed to
sustain Medicare's long- term
financial health

To be sure, the spending re-
ductions bill (HR 2015) would §
make key changes. It would ™
broaden seniors’ options in
choosing health care plans, in-
tegrating into the program
some of the insurance options
that are increasingly available
in the private sector, such as
managed: care plans and med-
ical savings accounts. Some .
legislators hope the additional
benefits that managed care
plans provide would lure the elderly to such pla.ns Lawmakers
also made deeper Medicare spending -cuts than in 1993, the
last time Congress cleared legislation to rein in spending.
(Weekly Report, p. 1787; 1993 Almanac, p. 366)

The spending package would expand Medicare benefits to in-
clude coverage of preventive health care, such as cancer screen-

ing, and toughen anti-fraud measures to combat recent findings

of Medicare overpayments to hospitals, doctors and other
providers. The bill also would broaden Medicare’s prospective
payment, or fee schedule, system to the rapidly growing home
héalth care and skilled nursing sectors in an effort to curb costs.

These changes represent some of the most dramatic alter- |

ations made to Medicare since its creation in 1965, and the

. blll s bipartisan backing signals that legislators can safely dis-

cuss further changes without fear of political damage. “We
have broken the logjam,” said House Ways and Means Health
Subcommittee Chairman Bill Thomas, R-Calif., a key architect

" of the Medicare overhaul effort. “We can adjust Medicare.”

The final package includes several provisions aimed at lur-
ing managed care providers to rural areas, such as a minimum
$367 payment per month per beneficiary. Current payments
are as low as $223 per month. Other provisions in the bill,
however, would reduce payments to managed care providers.
Budget conferees agreed to remove or “carve out” money

from Medicare payments.to managed care companies now *

designated for graduate medical education. That money will
now go directly to teaching hospitals. '
The bill includes two changes in Medicare that have drawn

“concern from advocates for seniors, who fear seniors could face

By Mary Agnes Carey

A

Sen. Bill Frist, R-Tenn., talks to a group of senior citizens July
29 about the anniversary of Medicare. With Frist are, from left,
Republicans Dan Miller of Florida, House Speaker Newt
Gingrich of Georgia and Deborah Pryce of Ohio.

they would under Medicare's
traditional fee-for-service plan.
One change would allow seniors
to choose an unrestricted fee-
for-service plan, in which they
would choose their own doc-
tors. Such plans do not have to
follow the Medicare fee sched-
ule. Doctors and other providers
could charge patients up to 115

- percent of what their insurance
plan pays. There is also concemn
about private contracting, the

. ability of physicians . who are not
in the Medicare program to en-
ter into private contracts with

a beneficiaries for services other-
l wise covered by Medicare.

~

New Commission
But some of the toughest
questions in the Medicare de-

SCOTT J. FERRELL

the program’s long-term finan-
cial problems, were.left unan-

swered. Over the next 20 years, the number of workers sup--

porting Medicare through payroll taxes is expected to decline,
while the number. of retirees explodes. Congress also avoided
examining what benefits the program can afford to continue
to provide and how to create the kind of price competition

among health plans that some observers say could eventually '

drive down costs. Under Medicare, health plans are reim-

_bursed based on a set formula. .
“It was a clear failure of American government toactinaecri

sis,” said Sen. Phil Gramm, R-Texas. “The disappointment is we
had a golden opportunity here.” . )

‘One gesture Congress did make toward the future was to
create a 17-member bipartisan commission to address
Medicare's long-term structural and financial problems.

The panel will wrestle with several issues that Congress
considered and then passed on this time, such as raising
Medicare’s eligibility age to 67 from 65, asking some wealthier
seniors to pay more for their Part B premiums that pay doc-
tors’ bills, and requiring a $5 co-payment on some home health
care services. .

Robert D. Reischauer, former director of the Congressional
Budget Office and now a senior fellow at the Brookings Insti-
tution, said he was “guardedly optimistic” that a commission
could produce results, in part because the recent congression-
al-debate featured a thorough airing of options t.hat previously
had been thought untouchable.

Five years ago, for example, the idea of examining an in-
crease in the Medicare eligibility age was considered “a ticket
to political suicide,” Reischauer said. In the 105th Congress,
the idea not only was proposed, he said, but it also was em-
braced by lawmakers who have to answer to retirees. “You

CQ AUGUST2, 1997 — 1843
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‘@ Spending reducﬂo 8:Cut pe
hon over ﬁve years, mosﬂy Siigh ‘red

4

ments at 1997 levels arid'set the increase at.1.9. percent in ﬁs—
“cal 1999and 1. 8percentmﬁsca]20003ndthereaﬁer. s

payment systems, or—fee s¢hi dul

v1ces a.nd home'health services::

tal care, until fiscal 2007. It was otherwise pro,;ected to run
dry in fis¢al 2001. Insolvency would be postponed primari-
ly by transferring the payment of ‘certain home health ser-
vices from Part A, which is financed by a payroll tax, to
Medicare Part B. Part B, which pays doctors bills is fi-
nariced by patient premiums and general revenues..

- @ Expanded options. Give beneficiaries the optlon of re-
maining in the traditional fee-for-service program, or en-
rolling in a maraged care plan such as'a health mainte-
nance organization or provider sponsored organization.
Somte seniors also could choose to combine a tax-free med-
ical savings account with a high-deductible insurance plan.
(Managed care plans, Weekly Report, p. 639)

* ® Medical savings accounts. Allow 390,000 Medicare ben-
eficiaries to set up a medical savings account to-pay for qual
ified medical expenises. These seniors also would have to buy

“vices t.hat hosplta.ls purchase; The markétba'sket is*'préje"cted~ i N
< to increase by 3 percent in fiscal 1998 and by 3.5 percént m i
subsequent yea.rs ‘But the'legislation would freéze 1998 .pay- - .

The' measure also would change the formula for deter- -
nunmg payments ‘to physncnans and- mtroduce :prospective ¢ -
hedules,’ 0] pay ‘skilled # hursing

fa.cnlitles, rehablhtahon hos'p t."i.ls' ‘ot tpal:lent hosplta.l‘ser-)

o Trust fund ‘Delay the. prOJected depletlon of the .

Medicare Part A trist fund, which pays'for mpanent hospi- * .' bility'in Setting prov1der payient levels

. grant to states to assist Medlca.ld enrollees withinc

" children, or some combination of these options.

" The agreement would ‘éstablish as$lb billio

between 120 percent and 150 percent of the' federa.l poverty
level to pay their Part B premiums. States are now réquire
to pay premiums for beneficiaries with incomes. etwee
100 percent and 120 percent of the poverty level.
The agreement would provide $23.4 billion té exp.
health coverage to uninsured children, with costs partially.
offset by a 15-cent-per-pack increase in cigarette taxes.
- The measure would jive states flexibility to determine el
gibility for the program, while generally limiting ehglblllty

. children from families with incomes up to 200 percent of the

poverty level. States could decide to increase their Medxcal_d_
spending, provide health insurance programs for these ctul .
dren, use up to 10 percent of their funds for direct se:
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“had two senators from Florida vote for it,” he sa.ld of Repubh—

can Connie Mack and Democrat Bob Graham.

Still, such open debate may not portend substantive results

from a bipartisan Medicare commission. Congressional panels

" often are an excuse for “delay, diversion and denial,” said

Martha Phillips, executive director of the Concord Coalition, a
non-partisan group advocating deficit reduction. Gramm also

" was pessimistic. “We had an entitlement commission; it re-

ported nothing,” he said of the Bipartisan Commission on En-

* titlement and Tax Reform, chaired by Sen. Bob Kerrey, D-Neb:,

and former Sen. John Danforth, R-Mo. (1977-1995). The 32-
member panel met for several

—

THE DEFICIT DEAL |

. SPECIAL anom )

citizens July 29. “There's a point here where every reasonable
person knows this is something that has to be rethought.”

Medicaild and Children’s Health Care
The Medicare adjustments were part of an overall package

- that also would reduce federal spending on Medicaid, the fed-

eral-state health insurance program’for the poor, by about
$10.4 billion over five years. The legislation would increase
cigarette taxes to help fund a $23.4 billion grant program to
the states to provide health insurance to about 3.4 million chil-
dren, about 2 million of whom did not have insurance previ-
ously. _

Under changes to Medicaid,

months in 1994 and issued a report in
early 1995. But panel members could
not agree on details of a plan to curb
the costs of mandatory spending pro-
grams. “That was entirely a function
of the election of '94,” Kerrey said of

“It was a clear fa.ilure,,of American
government to act in a crisis. The
disappointment is we had a golden

states would have more flexibility to
put enrollees into managed care
plans because they no longer would
have to seek a federal waiver to do
so. The legislation also would reduce

the election that gave Republicans 'oppor'tunity here.” so-called disproportionate share pay-
control of both chambers of Con- - : ments, which help states provide
gress for the first timeé in 40 years. — Sen. Phil Gramni, medical care for the poor and unin-

“After the November election, the

- landscape was radically altered.”

-The new commission’s effort also

T sured. However, $600 million was
R added back to aid states, such as
Texas and New York, which have

could be undercut by its timing. The

trustees’ report is due March 1, 1999, after the 1998 mid-term
elections, but with findings made public just as candidates are
organizing their campaigns for the 2000 presidential and con-
gressional races — not exactly the time to-embrace dramatic

policy changes in a major middle-class entitlement program.

The new president may not be eager to take on such a daunt-

ing task in a first term, pushmg any substa.nnve change off un--

til 2005 or later.
Even if the Medicare commission finds answers to the pro-
gram's most perplexing problems, legislators may be in no

- hurry to adopt them. With the balanced-budget deal enacted

— a package that includes $115 billion in Medicare cuts over
the next five years — legislators likely will not feel a.ny pres-
sure to reduce Medicare spending again.

] Moreover the bill would fix Medicare's immediate money
problem: The Medicare Part A trust fund, which pays hospital
costs, was expected to run dry in 2001, but the bill would
stave off insolvency until fiscal 2007. It does that mostly by
shifting home health care costs — the fastest growing ele-
ment of Medicare spending — from Part A to Part B. Part B
fiinds come from general Treasury revenues and patient pre-
miums. The shift will increase Part B premiums, which cover

doctors’ services, from the current $43.80.per month to $67 in -

fiscal 2002.

Relief about taking those two steps plus the usual “period
of policy exhaustion,” as Reischauer put it, that often follows
mammoth undertakings such as this one — which also in-

cludes cha.nges in Medicaid and children’s health care, among .

other areas — may not make leglslators too eager to look at
entitlement spending again any time soon. “Why do something
unpopular if you don't have to?" Reischauer asked.

Still, lawmakers have not put the issues aside. “We have to
have a further wave of reform in the future,” said House
Speaker Newt Gingrich, R-Ga. “We knew the most we.could do
in one jump was save Medicare for a decade.” Gingrich said

. the Senate demonstrated “courage” in passing legislation to

raise the Medicare eligibility age and increase premiums for
wealthier seniors, even though the House did not follow the
Senate’s lead.

“In the end, we reached the conclusion it was better todo *

none of them in isolation,” Gingrich told a gathering of senior

many low-income and uninsured res-
idents. No state’s reimbursement would be reduced more than

3.5 percent below its fiscal 1995 Medicaid funding.

The Medicaid package also includes medical coverage for

disabled children who are no longer eligible for Supplemental . .

Security Income disability payments under the 1996 welfare law
(PL 104-193), and $1.5 billion to finance a Medicaid program that
pays the Medicare Part B premiums for some low-income bene-
ficiaries. Some Republicans sought to keep those two provisions
out of the final legislation, but Democrats and the White House
argued they were both included in the budget deal (H Con Res
84) that Clinton and Congress agreed to in May.

Provisions to expand children’s health care resulted from
a striking compromise: Governors received the flexibility
they sought to design coverage packages while children’s
health advocates generally were pleased with the overall.
deal.

States can choose from several options, such as broaden-
mg their current Medicaid coverage or enrolling uninsured
children in private health plans. Benefits packages must be
equivalent to one of several benchmark plans, such as the
standard Blue Cross/Blue Shield preferred provider option
offered under the Federal Employees Health Benefits plan.

States also could develop their own plans as long as they
were similar financially to a benchmark package and included.
a specific list of services. Existing children’s health programs
in New York, Pennsylvania and Florida could continue as they
are.,

Only 10 percent of the federal grant:money.may be spent
on so-called direct services such as community outreach pro-
grams or administration.

Dr. Irwin Redlener, presrdent of the Children's Health
Fund, said monitoring by federal health officials as well ‘as by
state and local children’s advocacy groups will ensure the chil-
dren’s initiative is administered properly. Ser. Orrin G. Hatch,
R-Utah, an author of the plan, said Congress will be watching
as well. “It's a block grant but everyone knows it’s for children.
We'll be monitoring it very closely,” he said. )

The children'’s health initiative, which would serve young
people.up to age 18, is to be governed by the so-called Hyde
Amendment, named for its author, Rep.-Henry J. Hyde, R-IlL.
The amendment, a perennial appropriations rider, prohibits
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- the interests of the powerful teachers’ union b
those of America's schoolchildren,? - ..
The Speaker called the Coverde

VEr-
Il amendment “a onirrio
. sense way to give parents the financial freedom'to '

best sch i i

ton's HOPE Scholarship,
ents of students in the first two years of posts'égondary

e A version of Clin

BT

in‘which par-

A A

federal funding of abortions except in cases of rape or in-
‘cest or to save the woman'’s life. However, in the children’s
health measure, states can spend their own money to pay
for abortions, as long as the funds are not mingled with fed-
eral funds. '

Medicare: The Next Chapter
As attention turns to the bipartisan Medicare commis-
- sion, observers see the focus shifting away from Capitol Hill
toward the public, which must be educated about the long-

1846 — 'AUGUST 2, 1997 CQ

term dangers to the Medicare program. “Clearly, we've got
to start to figure out how to contain the costs,” said Phillips
of the Concord Coalition. Phillips and others say it is critical:
for citizens and Congress to understand that the sooner the
tougher solutions ‘are enacted, the better it will be for future
generations. - ‘ .
“The beneficiary pays for the price of the delay, not the
politician,” Kerrey said. But it is the politicians who cannot
seem to fix the program, Gramm said. “We know what to do
about Medicare,” hé said. “The problem is doing it.” ]
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. erase the work requirement that was

" quires welfare recipients to work

that an increasing percentage of their
" welfare caseload is engaged in work
“activities. (1996 Almanac, p. 6-3)

e

SOGIAI. POLIGY

Worker Prtctlons Remain
For Welfare Rec1p1ents

The budget and tax bills are full
of provisions hailed by most
Democrats and Republicans.
But a lack of language on how to
treat welfare recipients who are re- * |
quired to work has raised the ire of
Republicans as well'ds governors
from both parties.

By not acting on the matter, Con-
gress let stand a recent Clinton admin-
istration directive applying a wide vari-
ety of federal labor laws to welfare
recipients. That includes mihimum -
wage requirements, civil rights laws,
and health and safety standards.

" House Republicans had warned
that this directive would essentially

intégral to last year’s welfare over-
haul law (PL 104-193). That law re- -

within two years of receiving bene-
fits. And it requires states to ensure

‘Republicans said that Clinton’s di-
rective would make it too expensive
for states to subsidize jobs for wel-
fare recipients who could not other-
wise find work. They sought to over-
turn the administration's directive

. with a provision in the budget spending bill (HR 2015).

" But President Clinton insisted that the provision be re-

moved. And he prevailed, as he did on many welfare matters

in the legislation. (Welfare, Weekly Report, pp- 1530, 1450)

” “This has the potential for gutting the welfare bill,” lament-
ed Rep. James M. Talent, R-Mo., who has pushed for stricter
work reqmrements

-“I think we're in the process of not only undomg welfare
reform, but destroymg the incentive of getting people into the
labor market,” said Sen. Phll Gramm, R-Texas, a strong con-
servative on welfare issues.

"Welfare administrators said the outcome made it less like-
ly that states would help welfare recipients with the fewest

skills and the least work experience get jobs. Leaders of the -
National Governors’ Association called on Congress and the
" White House to revise the law this fall.

But Democrats insisted that determining how welfare re-
cipients are treated in the workplace was a matter of princi-
ple not subject to compromise. .

“People who move from welfare to work who are employees
should be treated as employees and not as second-class citi-
zens,” said Rep. Sander M. Levin of Michigan, ranking Democrat
on the Ways and Means Human Resources Subcommittee.

By Jeffrey L. Katz

_ Subcommittee Chalrman Shaw says he is not
optimistic about changing the administration’s
position on Labor Department guidelines.

Rr) Overall, Democrats prevailed on
many of the welfare-related-provi-
_sions raised in the budget bill. (High-
lights, p. 1848)

Clinton had vowed to “fix” the

his second term. He did not seek to

fare aid. And he had no luck in restor-
ing most of the cuts in eligibility or
allotments for food stamps.

But beyond the wage and worker
protection issue, he and other Dem-
-ocrats ensured that all legal immi-
grants who were ih the United States

for Supplemental Security Income

‘ low-income aged and disabled — re-
gardless of when they became dis-
abled. .

Republicans who were active on
welfare matters tried to console
themselves by noting that the GOP
had prevailed on other issues debat-
ed in the bills, :

“We got'the Repubhcan tax bill,
the Republican Medicare bill and
the Democratic welfare provisions,”
said Rep. E. Clay Shaw Jr.,, R-Fla.,

DOUGLAS GRAHAM

Human Resources Subcommittee.

Labor Department Guidelines

The welfare dispute began May 22 when the Department
of Labor released guidelines on how workplace laws ought to
apply to welfare recipients.’

It said most welfare recipients who are requlred to work -

would be subject to the Fair Labor Standards Act, which sets
federal minimum wage, overtime pay, child labor and record-
keeping requirements. Other laws that would apply were the
Occupational Safety and Health Act, unemployment.insur-
ance measures and such anti-discrimination laws as the Civil
Rights Act and the Americans with Disabilities Act.

A previous welfare law (PL 100-485) enacted in 1988
spelled out how welfare recipients would be compensated
and protected when working for their benefits. It generally
gave these so-called workfare participants fewer protections
and benefits than other employees. (1988 Almanac, p. 349)

But the 1996 overhaul law was largely silent on these is-
sues. “It was assumed that the previous distinction in
statutes and case law between workfare and employment
would continue to be recognized,” said Shaw, a leader in
the GOP welfare overhaul.

The stakes are much higher now because the 1996 law was

the first to mandate a broad-based work requrrement for virtu-
ally all welfare rec1plents
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new welfare law more to his liking in

restore the federal guarantee of wel-

as of Aug. 22, 1996, would be eligible

chairman of the Ways and Means -

dmee

(SSI) — which provides cash to the
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House Republicans responded to the Labor Department di-

rective through the budget spending bill. One matter concerned
wages. The directive said food stamps could be considered
compensation in certain circumstances in determining whether

- welfare recipients were being paid the minimum wage.
House Republicans initially sought to allow states to also

" count the value of Medicaid, child care and housing benefits

as compensation for those placed in public or nonprofit pri-
vate sector jobs. They later modified the provision so that on-
ly food stamps and benéfits provided under the cash welfare
block grant could be counted.

In another issue related to workplace protections, House
Republicans wanted states to be responsible for enforcing
health, safety and other protections, while Derocrats insist-
ed that welfare recipients were entitled to the same federal
protections as other employees.

Clinton prevailed, despite a last-ditch GoP appeal.

Republicans said they would try again in September,

though Shaw was not optimistic about swaying administra-
tion officials. “If they dug in their heels on this bill,” he said,
“who's to say they won't dig in their heels on the next bill?”

" As it stands, the Labor Department’s guidelines may in-

hibit states from trying to help welfare recipients with the
least experience, said Elaine Ryan,. director of governmen-
tal affairs at the American Public Welfare Association,
which represents state and local welfare administrators.

“The impact is profound,” she said. “States may find it
just too big a risk and too great a cost to afford those wel-
fare chents most in need w1th access to critical basic skllls
training.”

Ryan noted that Repubhca.ns had limited how many wel— )

fare recipients could be engaged in education and training ac-

tivities and still count toward the state's work participation

requirement. And now Democrats had effectlvely limited
workfare programs.

That leaves states wn'.h few opuons on how to handle wel-

fare recipients with little. work experience, she said. “You
could give them want ads or give them a private sector job
and watch them fail.”

Republican and Democratic leaders of the governors’ as-
sociation, which met in Las Vegas, appealed July 30 to Con-
gress and the White House to revise the administration di-
rective. The governors indicated that they could accept the
minimum wage requirements, but objected to giving wel-

. fare recipients other benefits, such as unemployment insur-
ance.

It was unclear whether welfare recipients who were re- -

quired to work for their benefits would be entitled to other
programs, such as Social Security coverage.

GOP Points to Labor’s Clout

Gramm and other Republicans blamed Clinton’s intransi-
gence on the sway of labor interests. -

David Smith, the AFL-CIO’s director of publnc policy,
said the administration’s position had less to do with labor’s
clout than with the principle of the issue. “They insisted we
‘were not going to have two classes of workers and repeal,
bit by bit, fundamental worker protection laws,” he said.

Smith acknowledged that states would have trouble mov-
ing long-term welfare recipients who lack job skills into the

work force. “I don’t disagree with the governors,” he said.-

“This is going to be difficult. But the solution is not to make
work cheaper or less protected.”

Mark Greenberg, a senior staff attorney at the Center for
Law and Social Policy, a liberal public policy research
group, said that GOP arguments could be used to undercut
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minimum wage laws. “If there's going to be a minimum

wage,” he said, “it’s important that it applies to everyone
who is working.” '

Greenberg also said that the need for workfare programs
may be overstated, considering the number of people who are .
leaving the'welfare rolls. '

‘The welfare law requires states to have at least 30 percent
of their welfare caseload in prescribed work activities in. fis-

" cal 1998. Depending on the circumstances, states can count

caseload reductions toward this rate. Based on declining wel-
fare rolls during the first six months of fiscal 1997, already 30
states would have an effective work participation require-
ment of 15 percent or'less, he said.

“It’s not clear how many states will, actua.lly wind up running
largesca.le work- for welfare programs,” Greenberg said. |
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Small Leglslatlve Spending Blll
Could Present B1g Problems

he stakes may be smqll compared
with the megabucks in most other
federal spending legislation, but a $2.2
billion appropriations bill for the leg-
islative branch could present House
and Senate conferees with a dlspropor-
tionately large headache.
Congress' internal appropriations bill

. has become a lightning rod for House

conservatives testing their leaders com-
mitment to shrinking government and
cutting Congress' spending on itself. But
the legislation has taken on no such
added meaning in the Senate, where a
more generous bill sailed through com-

" mittee and floor action on workmanlike

voice votes. (Weekly Report, p. 1679)
Now it is up to conferees to reconcile
the two versions: the House bill, with its

pohtlca.lly sensitive reduction in spend- :

ing of $10 million below last year's
House-passed measure, vs. the Senate
bill, which-boosts total spending for Con-
gress and related agencxes by $51.6 mil-
lion over last year’s version. Conferees
are expected to meet in September.

The Senate will not be naturally in-.

clined to go along with spending cuts
whose deficit-reduction value strikes
some senators as more symbolic than
real. But House leaders, especially

. Speaker Newt Gingrich, R-Ga., are
under pressure to make good on a -

promise to a group of conservative Re- -

publican rebels for a freeze on legisla-
tive branch spending.
There are no major differences in the,

way money for the legislative branch is '

distributed between the two bills. But
there are scores of minor differences in
the amounts assigned to various agen-
cies, reflecting the Senate’s interest in
boosung spending and the House's inter-
est in freezing.

For example, the Senate allocateb
$130.3 million to the Architect of the
Capitol for maintenance of buildings
and grounds, but the House grants only
$111 million. In another instance, the
Senate gives the General Accounting
Office $354 million while the House

gives the agency $323.5 million.
: Adding to its woes, the bill faces op-

position from House Democrats, who
have seized it as a hostage in fights over

"issues with only a tan'gentia.l connection

By Jackie Koszczuk

—

to the legislation itself. Chief among

.these is the lingering dispute over the

contested 1996 election between Rep.
Loretta Sanchez D-Calif., and former
Rep. Robert K. Dornan, R- Ca.hf ,

That means that House Republicans,
with their slender 10-vote majority, can-
not count on Democrats to make up for
GOP defections on final passage, making
it all the more’crucial for GOP leaders to
calm their restive forces on the right.

Together, the House and Senate ver-
sions of the bill would provide a total
of about $2.2 billion for legislative
branch operations, including related
agencies such as the Library of Con-

‘gress, the Congressional Budget Office

and the General Accounting Office. (By
tradition, each body determines its
own housekeeping, so the House bill

- does not appropriate money for Senate
" office operations and the Senate bill

does not allocate money for House

* members’ staff and offices. )

Action So Far

The House bill was approved on a
close, 214-203 vote on July 28 with all
but one Democrat— James A. Trafi-
cant Jr. of Ohio — voting no. Seven Re-
publicans also voted no: Tom Coburn

INSIDE CONGRESS

of Oklahoma, John Ensign of Nevada, -

Rick Hill of Montana, Kenny Hulshof

of Missouri, Ron Paul of Texas, Mark -
Sanford of South Carolina, and Linda’ .

Smith of Washington.

Although Legislative Branch Sub- ‘

committee Chairman James T. Walsh,
R-N.Y., had hoped for bipartisan sup-
port, Democrats were angered by the

" Rules Committee’s rejection of two

amendments they had hoped to offer.

" One involved funding for the investiga-

tion of former Rep. Dornan’s defeat in -

November by Sanchez.

Democrats charged that the 9-
month-old investigation had become a
political witch hunt that unfairly target-
ed Hispanic voters in California’s 46th
District. Rep. Vernon J. Ehlers, R-Mich.,

" defended the work of the House Qver-

sight Committee task force he chairs

that is investigating possible vote fraud. -
“We are simply trying to determine -

whether non-citizens-voted in the elec-
tion, and that would be illegal if they
did,” he said.

Labor Investigation
Democrats were also angry at the re-
jection of an amendment that would

have stopped Republicans from spend- . -

ing $1.4 million to investigate labor
union activity. Gingrich has approved
disbursing the money from a'special
fund established this year to bolster the
oversight role of House committees.
‘(Weekly Report, p. 1607)

Rep. Glenn Poshard, D-Ill, called it
“an egregious waste of taxpayer mon-
ey to fund investigative hearings de-
signed to attack and intimidate orga-
nized labor.”

The Democrats claimed one v1ctory
from the Rules Committee, which is
controlled by the House GOP leader-
ship. They were allowed an amend-

. ment to stop Republicans from in-

creasing the staff of the Joint Tax
Committee by five full-time aides. But

‘the amendment by Rep. Vic Fazio, D-

Calif,, failed, 199-213, and the funding

‘for the extra staff remained in the bill.

Democrats contended that the ma- -

jority is trying to stack Joint Tax with
experts sympathetic to the GOP’s goal
of overhauling the tax code. “Our pre-
cious committee resources should not
be going to highly politicized staff oper-
ations that will merely be used to ad-

" vance a partisan agenda,” Fazio said.

Walsh noted that Republicans had’

already reduced the staff expansion
from 12 to five positions in deference

. to objections from Democrats and

a few cost-conscious Republicans as
well. N ]
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After Compromlse, Dolphm Deal
- Sails Through Senate, House

Proponent;s hail measure as model for balancing trade, envzronment,
critics win delay in changing doIphm safe’ label '

N

. egislation to implement an inter-
national pact to protect dolphms

from deadly tuna nets sailed
through the Senate on July 30 after a
late-breaking compromise averted a
floor fight, and the House cleared the
measure for the president a day later.

The bill, which had appeared to be
stalled, moved quickly toward enact-
ment after the Senate resolved a prickly
dispute over how best to balance pro-
moting free trade and maintaining U.S.
environmental standards. . -

The measure, which was passed 99-0
in the Senate and cleared by voice vote
in the House, would implement a 1995
international agreement, known as the
Declaration of Panama, that would lift
the ongoing U.S. embargo on tuna
caught by Latin American fishing boats
in the eastern tropical Pacific Ocean.

-Mexico, Venezuela and other nations
have been barred since the 1980s, under
a 1972 U.S. law, from access to the $14

billion U.S. canned tuna market be- .

cause their fishermen have used encir-
cling nets that snag and kill dolphins.

The countries insist they have revised
the fishing technique to protect dolphins
and-consider the embargo unfair. -

As part of the compromise included
in the bill,.the current U.S. legal defini-
tion of the dolphin-safe label for canned
tuna, established under.a 1990 law, ini-
- tially would be tightened by both pro-
hibiting the use of encircling nets and

- the killing or seriously injuring of dol-

‘phins using other fishing techniques.
But as early as March 1999, the
commerce secretary could change the
" definition to allow use of encircling
nets, as long as no dolphins were killed
or seriously injured. (Bill highlights,
bor, p. 1863)
The Senate initially voted on July 30
to pass its version of the legislation, §
39. The Senate then took up the House

version (HR 408), replaced its text with

that of S 39, and passed it by voice vote.

By Allan Freedman
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The House then cleared HR 408 as
amended by the Senate.

Defining Dolphin-Safe

The outcome was the culmination of
weeks of behind-the-scenes maneuver-
‘ing aimed at averting an anticipated fili-
buster by some environmentalist mem-
bers in the Senate. Both sides were
mindful that the threat of a filibuster
had torpedoed similar legislation in the
last weeks of the 104th Congress.

The measure had been dogged by
criticism that it would relax domestic

environmental laws in order to satisfy

U.S. trading partners.

Proponents of the bill countered
that it was a model for balancing trade
and environmental concerns.

The bill drew the strong support of

the White House, but provoked the ire
of many congressional Democrats. And

.it created an unusually deep division

among environmental groups.
Supporters of S 39 said that, in ef-
fect, they had agreed to an 18-month de-
lay in implementing the label change. At
the end of that period, the Commerce
secretary would make a determination

— based in part on the preliminary re- .

sults of a three-year scientific study or-
dered by the bill — on how encircling
nets affect dolphins.

Supporters-of the bill voiced confi-

“dence that evidence produced by the

study would vindicate them and con-
vince Commerce to change the label to.
a definition that they favor.

Mark J. Robertson, a consultant to
the Mexican fishing industry, said he’
and his clients are not happy with the
delay in changing the label, but support
the bill nonetheless. “Due to politics, an
18-month delay will be necessary to
bring this into place,” he said.

Barbara Boxer, D-Calif., a leading
Senate opponent of the original version
of $'39, noted that the opposition had at
the very least secured the delay in im-
plementing a label change and a scien-
tific study they potentially could use to
bolster their case.

John Kerry, D-Mass., added that the
study provision was a big element of
the compromise. “] fought for the com-

_ promise because it includes the critical
element missing from the original bill:

enhanced protection for depleted dol-
phin stocks on the basis of sound sci-
ence before any changes are made to
U.S. law,™ he said. “This was my key
concern, sound science first.” .
Meanwhile, the House seemed large-
ly resigned to swallowing the Senate
comprormise. After more than a year of
fighting the issue, proponents said they
had struck the best deal possible.
“There's an end to this,” observed
Wayne T. Gilchrest, R-Md., a sponsor. of
HR 408, in explaining his support for the
compromise. “That's what we want.”
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Trade blspute

At the heart of the debate over the
blll was a controversial and broadly ap-
_plicable question.about trade and envi-
ronmental policies. Would U.S. environ-
mental standards, namely the dolphin-
safe tuna label, be sacrificed in the
name of free trade?
~ Boxer said a big issue was the right
of the United States to establish its own
laws and standards free from interna-

tional pressure. In particular, she ob- .

jected to the argument that the Panama
agreement called on the United States
to change the legal definition of dol-
phin-safe tuna. “I think Americans
should make American law,” she said.
William Snape, legal director for De-
fenders of Wildlife, agreed. He contend-
ed that in signing the Panama accord
the Clinton administration was going
too far to satisfy trading partners and
was selling out environmental protec-

tions. He said the final bill represents an -

acceptable middle ground.

The compromise recognizes that sci-
entists rather than trade bureaucrats or
politicians should set the standards,
Snape said. “I think the compromise
seems reasonable on its face,” he said.

Robertson said the Panama accord

~ should be seen as a model for resolving

trade disputes.

He said the Panama agreement actu-
ally would strengthen protections of the
environment and do so with interna-
tional cooperation. S 39 is not just pro-
tective of dolphins but would imple-
ment a better regime for protecting the
ecosystem as a whole, he said.

“International fisheries need to be
managed on an international basis,”
said Robertson. “And terms should not
be dictated on an international basis,
and not dictated by one country, espe-
cially when it’s not on the basis of
sound science.”

Annie Petsonk, an international
counsel for the Environmental Defense
Fund, also called S 39 a model for bal-

ancing trade and the environment.

“I think it takes a very important step
forward,” she said. “It’s quite unusual
for countries to back an international
agreement with trade provisions.”

Nina Young, a marine mammal scien-
tist with the Center for Marine Conser-
vation, said that S 39 would afford
greater protection for the entire fishery.

.She said environmentalist opponents of

S 39 had been focused on protecting
dolphins to the exclusion of other ma-
rine life. She said the bill illustrates that

“we can make this whole trade-and-the-
environment issue work.”

Boxer warned that she planned to .
keep a close eye on the resuits of the
study and that bill proponents should
not take anything for granted. .

“We have won 18 months of the sta-
tus quo,” she said.,“Eighteen months
when consumers know that the dol: -
phin-safe label means just that. And af- -
ter that, we will live to see the prelimi-
nary results of the study.” [ |
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Senate Passes Transpdrtatlon B111
~Assuring Higher Spending Levels

To' bipartisan applause, the Senate
. on July 30 easily passed a record-
setting fiscal 1998 transportation spend-
ing bill that leaves only one real ques-
tion for House and Senate conferees:
How much money should they lavish on
- highways?

Both the House a.nd Senate versions .

of the appropriations bill would set
record levels for transportation spend-
'ing. The bills would allow about $42 bil-
lion in overall fiscal 1998 spending, and
most of that would come from the fed-
eral Highway Trust Fund.

The House bill (HR 2169), passed
424-5 on July 23, would allow' $23.2 bil-
* lion for highwafys. The Senate version,
which passed 98-1, would be even more
generous, allowing $23.6 billion for
highways, $1.6 billion more than the
White House requested and $2.6 billion
more than provided for fiscal 1997.

For all progranis combined, the Sen-
ate bill would provide $3.8 billion more
than fiscal 1997 transportation spending
and $1.6 billion more than President Clin-
ton requested. Of the total, $12.6 billion
would come from the Treasury, with the

remainder coming from federal trans- -

portation trust funds financed by dedi-
cated taxes on items such as gasoline.
Both chambers’ versions would in-
crease spending for virtually everything
in their purview, from the Coast Guard
to the Federal Aviation Administration
to highway safety programs. Only Am-
“trak funding would take something of a
hit, prompting William V. Roth Jr., R-

Del., an ardent passenger rail supporter,

to cast the only negative Senate vote.
Concern for the ailing passenger rail

service prompted senators to increase’

Amtrak operations grants to the presi-
dent's requested level, $344 million, be-
fore the bill reached the Senate floor.

However, the Senate rejected the $222°

million request by the White House for
Amtrak capital expenditures.: -

Instead, it would rely.on $2.3 billion -

in subsidies that Roth, the chairman of
the Senate Finance Committee, includ-
ed in the'balanced-budget package.
That money would be released upon en-

actment of unspecified Amtrak manage-"

ment reforms. (Amtrak, p. 1866)

By Jonathan Weismdn

The House-Senate conference on'the
spending bill is expected to be routine.
While the Clinton administration has -
expressed minor concerns about the
bill, there is no veto threat looming.

To pave the way for the conference,
the Senate had called up HR 2169 and
replaced its text with that of its own’
version (S 1048), which it then passed.

More To Spend?

It is a measure of Congress’ support
for highway spending — and its slaked

" thirst for budget-cutting — that Richard

C. Shelby, R-Ala., in his first year as

" chairman of the Senate Transportation

Appropriations Subcommittee, could
boast of record spending levels in his
bill. He predicted it would raise high-
way spending by an average of 18 per-
cent in each state.

Frank R. Lautenberg, D-N.J., called
the bill “the’ culmination of a very long
and arduous effort to re-establish trans-

' portation” as a federal budget priority.
The struggle to reauthorize the na--

tion's main transportation law, the In-
termodal Surface Transportation Effi-
ciency Act, this year is coloring all
efforts to deal with transportation. .
Not only are federal appropriations
reaching record levels, but budget nego-
tiators the week of July 28 granted high-

way advocates a goal that they have
cherished since 1993. The final budget
deal shifted the receipts from a 4.3 cent
per gallon gas tax enacted in 1993 from
deficit reduction to the Highway Trust
Fund, increasing the fund's balance by

" about $6.5 billion a year.

The provision would not automati- -
cally increase transportation spending.
Appropriators have to include the ex-
penditure of trust fund money in the
spending bill for that to happen. In addi-

tion, cash balances in the trust fund al-

ready total $23.9 billion, which is count-
ed on the federal ledger as an assét,

- thus offsetting spending elsewhere and

paring the annual deficit.

Pete V. Domenici, R-N.M., chairman of
the Senate Budget' Commlttee and an ar-
dent opponent of moving receipts from
the 4.3 cent tax to the trust fund, dis-
missed it as an inconsequential account-
ing change. Under the budget agreement,
any expenditures from the trust fund that .
exceed an annual $22 billion cap would
have to be offset by cuts elsewhere.

“It's still as it was. It's in the trust
fund, but it can’t be spent,” he said’of
the'$6.5 billion in gas tax receipts.

But for highway advocates, the mon- .
ey is already filling potholes. They have
long held that adding $6.5 billion to the
bulging surplus would create enough

-political pressure on appropriators to

loosen the purse strings. That is why
Domenici and other budget hawks op-
posed the move in the first place.
“It is a tempting morsel,” said John
H. Chafee, R-R.I1, chairman of the Sen-
ate Environment and Public Works
Committee, which has jurisdiction over
highway policy.
- Shelby's efforts to boost highway
funding aside, he did assure one signifi-
cant change in how Congress divides the

" money: He left out highway “demonstra-

tion projects,” specifically designated .
for members' home states. Such pro-

. jects have been derided by critics as

pork-barrel spending.

Shelby said before the bill reached
the floor that he is not philosophically
opposed to demonstration projects, but -
senators declined to amend the bill with
home state earmarks. The House ver-
sion also contains no demonstration
projects. S |
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Ina Challenge to GOP Leaders,

Shuster"Wants 'More' for Roads

 uoyed by record amounts of high-
way money in the fiscal 1998 trans-
portation appropriations bill and the
prospect of billions more dollars in
coming years, House Transportation
and Infrastructure Committee Chair-
“man Bud Shuster on July 30 unveited
the outlines of legislation that would au-
thorize dramatic spending increases for
the nation’s roads and transit systems.
The powerful and persistent Penn-
. sylvania Republican envisions raising
highway spending to as much as $33 bil-

lion a year, a level that would shatter

the $22 billion annual spending cap in-
corporated in the budget- reconciliation

_legislation cleared by the House and -

Senate the week of July 28. (Reconcili-
- ation bill, p. 1831)

Shuster's announcement was his
latest in a series of challenges to the
Republican leadership, which has
tried to parry his demands for large
funding increases.

“It’s just going to set.up another big
fight,” said John R. Kasich, R-Ohio,

By Jonathan Weisman

chairman of the Housé Budget Com-
mittee.

, Although the nation’s main trans-
" portation law, the 1991 Intermodal Sur-
~ face Transportation Efficiency Act, will

expire Sept. 30, Congress' reauthoriza-.
" tion effort has been stalled by disputes

over money and policy. (Background,
Weekly Report, p. 1703)

But Shuster was prodded into action.

by the budget negotiators' agreement to
transfer 4.3 cents per gallon of the fed-
eral gas tax from deficit reduction ac-
counts to the Highway Trust Fund.
Appropriators would first have to
agree to spend the money, but Shuster
appears confident that the added bil-
lions in the trust fund will force budget
writers to boost infrastructure spending.
Shuster outlined his vision for the
reauthorization bill during and after a
speech to the U.S..Chamber of Com-

.merce. He says he plans to have his bill
* to members of his committee by the last

week of August, then mark it up in the
full committee during the second week
of September. '

To succeed the current six-year, $157

billion law, Shuster will propose a five-.
year bill that is “front loaded,” so that

. all money would be spent in the first
three years. The idea is to force Con--

gress to come up with thore money for

" the last two years of the bill, lest federal

highway programs die for lack of funds.
~ Shuster’s plan would raise highway
spending from the current level of $21

- billion to $26 billion for fiscal 1998, $28

billion for fiscal 1999 and $33 billion for
2000. Shuster said he would then seek
another three years of funding autho-
rization'in 2000, when he hopes an
expanding economy will force congres-
sional leaders to revisit the balanced-

" budget deal.’ .
In contrast, a version (S 586) offered

by John H. Chafee, R-R.1., chairman of
the Senate Environment and Public
Works Committee, would provide about
$24.3 billion a year for highways. Bills
based on President Clinton’s proposal

(S 468; HR 1268) would set funding at”

$20 billion annually. (Comparison,
Weekly Report, p. 1067)

Shuster said that if he does not get
funding at the level he is seeking, he

will pull his bill from the floor and offer '
a one-year extension of the existing -

law. He would bring his version back
up in 1998, when a looming election
will add more pressure on lawmakers
to increase highway spending, which is

generally popular with voters back
home. u.

ANTITRUST o
Panel Votes To Partially Lift
Baseball’s Exemption

he Senate Judiciary'Committee ap-
proved a bill July 31 that would re-
move part of major-league baseball’s

antitrust exemption for the first time -

since the Supreme Court recogluzed the
exemption in 1922.

The bill (S 53), approved 11-6, would
lift baseball's antitrust exemption as it
applies to labor talks, though allowing
the exemption on such issues as team
franchise relocations, the ties between
the major and minor leagues, and
broadcasting rights.

Major-league players and owners —
whose adversarial relationship resulted
in a strike that forced cancellation of

the 1994 World Series and delayed the °

By Pherabe Kolb
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1995 season — concurred in a 1996 col-
lective bargaining agreement to seek
legislation providing a limited rollback
of the antitrust exemption.

A markup of S 53 had been scheduled
and postponed several times to give ma-
jor-league team owners and players a
chance to agree on bill provisions.
(Background, Weekly Report, p. 1443)

Although those parties reached a

" compromise, the owners drew back, ex-

pressing concerns about the legisla-
tion’s effects on the minor leagues.
Senate Judiciary Committee Chair-
man Orrin G. Hatch, R-Utah, made it
iclear at the markup that he had run out
of patience. “I am rather strongly disap-
pointed at the owners’ failure to come

-forth to endorse and work for the pas-

sage of this legislation,” Hatch said.

- Hatch noted that team owners had
expressed concern that the bill would
not protect sufficiently the system un-
der which major-league clubs subsidize
and transfer players among their minor-
league “farm teams.”

This viewpoint had some support

among Judiciary Committee members.
Joseph R. Biden Jr., D-Del. — whose
home city of Wilmington hosts a minor-
league affiliate of the Kansas City Roy-
als — said the bill was “paving the road
to hell” because it could weaken the

binding relationship between major- -

league and minor-league teams.

Hatch disagreed, citing his amend-.
"‘ment to the bill, approved by the com-

mittee by voice vote, which he said z_ld-
dressed the concerns about the minor
leagues, “and then some.”

The antitrust exemption dates from )
a 1922 Supreme Court decision that .

baseball is a sport and not a business. It
prevents players from suing on antitrust
grounds if the owners impose unilateral
conditions, such as a salary cap. [ ]
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‘Surprlse Provision in Tax- Cut Blll
Casts Doubt on Tobacco Deal

provision attached to the .
tax-cut bill at the behest of
he tobacco industry has
further clouded prospects for con-
gressional approval of a $368.5-bil- -
lion tobacco legal settlement.

The provision stipulates that
any money raised by a tobacco
tax increase included in the bud-
get-reconciliation legislation
would be-applied toward total
payments that the tobacco indus-
try agreed to. in its settlement
with 40 state attorneys general,
announced June 20.

. Arizona Attorney General
".Grant Woods, a Republican, called
the tax offset provision “totally
unacceptable.” He said that if it is
enforced, the attorneys general

might walk away from the deal.

Added to the tax bill (HR 2014)
at the last minute, the provision'—
if followed — would reduce the
amount of penalties owed by the to-
bacco companies to $318.5 billion.-

" That is because the tax is expected
to raise $5.2 billion over five years
and roughly $50 billion over the 25-
year life of the settlement. :

Some lawmakers dismissed the
provision as minor. In order to take
effect, the legal settlement must still be
codified into law by Congress, which
could repeal the provision or possibly

-add'$50 billion to the tobacco companies’
llablhty, bringing the total back to the
original $368.5 billion.

" Sen. Daniel Patrick Moymhan D-
N.Y,, called the tax bill's tobacco lan-
guage “a meaningless provision with no
binding effect.”

But anti-tobacco industry members
worry that it will be difficult to ignore
the provision’s intent, now that most
members approved it when they voted
for the tax legislation — even though
most of them had no'idea that the provi-
sion had been inserted..

“Certainly Congress can ovemde it ,

with subsequent legislation,” said Sen.
Richard J. Durbin, D-I11., a tobacco in-
dustry foe. “But you know what the to-
bacco companies and their supporters

By Jonathan Weisman .

and Alissa J. Rubin

o DOUGLAS GRAHAM
Koop told a Senate commlﬂee hearing July 29 to
toughen the pending tobacco settlement or scrap it and
pass a new anti-tobacco law.

'

will say. They’ll say, ‘You all voted for
the bill by overwhelming margins.’”
The provision was greeted with dis-
belief and anger by anti-tobacco indus-
try lawmakers and the attorneys gener-
al who hammered out the settlement in
months of intensive negotiation, (Settle-
ment terms, Weekly Report, p. 1508)
“The first reaction we have is that this

is precisely why the attorneys general

had such tremendous fears about what
would happen to this settlement when it

got to Congress,” said Ed Cafasso, a *
spokesman for Democrat Scott Harsh-

barger, Massachusetts’ attorney general.

“No. 2,” he added, “a stunt like this
should cause serious second thoughts
among those inside and outside Con-
gress who say, ‘Trust Congress to make
the settlement tougher.’”

Even a lawmaker, from one of the to-

bacco states said the provision could vi-
olate constitutional prohibitions against
the federal government's tampering
with private contracts. |

The provision only heightened
worries of anti-tobacco lawmak-
ers, who expect the powerful to-
bacco industry to turn legislation
on the settlement to its favor.

“I don'’t think they'll succeed
when we do the legislation, but it
does confirm our worst suspi-
cion,” said Philip M. Schiliro,
chief of ‘'staff for Rep. Henry A. -
Waxman, D-Calif., a leading ad-
versary of the tobacco industry.

Said Waxman: “Obviously
someone is looking out for the to-
bacco companies, and they don’t
want to pay any more than the min-
imum they can get away with.”

Softening the Blow
John A. Boehner of Ohio,
. chairman of the House Republi-
can Conference, said the provi-
~ sion was inserted at the request of
tobacco-state members who ve-
hemently oppose the tobacco tax
increase. Under the tax legisla-
tion, the federal tax on a pack of
cigarettes would increase by 10
cents in 2000, to 34 cents, and five
cents more in 2002.
“It was a very sensitive negoti-
ation about what the companies
could and couldn't afford, and members
from tobacco-growing regions said [the
tax] would undermine the agreement,”
Boehner said. _ .
No tobacco-state legislator has come

. forward to claim authorship of the pro-

vision, and tobacco industry represen-
tatives declined to comment on it.

But aides to tobacco-state members
defended it as a “down payment” on the

_settlement's monetary provisions.

One aide said the provision would
simiply ensure that billions of dollars the
industry promised in the settlement
would not go toward the feés owed to tri-
al lawyers representing the attorneys
general. Instead, the money would go di-
rectly to the budget bill's program to ex-
pand health insurance coverage for
needy children.

The aide said the attomeys general
have no reason to complain, since the
child health initiative channels $20.3 bil-
lion directly to the states through 2002.

But according to budget accounting
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procedures, the tobacco tax increase is
also to be used to offset other tax cuts
that bear no relation to health ¢are, in-

- cluding reductions in estate taxes, air-

line ticket taxes and capital gains taxes
on real estate holdings.

During final budget talks, Senate Ma-
jority Leader Trent Lott, R-Miss., con-
tended Congress should not enact a ciga-
rette tax increase while the settlement is
pending before Congress. Although Lott
lost that fight, some in the tobacco indus-
try regard the provision to use the tax in-
crease to offset some of the settlement
payments as the best consolation prize.

But others said the tobacco industry

_may have seriously miscalculated. To

protect their industry from the uncertain-
ty of pending lawsuits, tobacco officials
want the settlement to be written into
law. By inserting the tax write-off in what
looks like a back room deal, the industry
may make its foes even more wary of the
settlement. One tobacco state member,
speaking on condition of anonymity,
called the move “inartful and unconstitu-
tional.” (Background, Weekly Report D.
1059)

Smoke and Fire
The week of July 28 saw the gloves
come off over the tobacco settlement —

. not just in closed-door budget talks but

also in congressional oversight hearings.

Not all the words were discouraging.
After a July 30 Senate Judiciary Com-
mittee hearing, Chairman Orrin G.

Hatch, R-Utah, was upbeat about the "

settlement’s prospects. “Lines of con-
sensus are starting to emerge,” he said.
But that assessment was at odds

with the performances during a July 29

hearing by the Senate Commerce, Sci-
ence and Transportation Committee.
After weeks of quiet diplomacy, tobac-
co state senators clashed openly with
prominent public health officials.
Former Surgeon General C. Everett
Koop and former Food and Drug Admin-
istration Director David A. Kessler chal-
lenged senators to stiffen the terms of
the tobacco legal settlement or scrap it
and pass a tough, new anti-tobacco law.
“The Congress is at a crossroads,”
Koop said. “You have three choices. You

"can stay at this crossroads and do noth-

ing. You can accept the industry blue-
print and tinker with it, improving it here
and there but leaving its framework in-
tact. Or. .. you can take clear steps to re-

duce smoking in America and to protect -

the next generations from the spread of
this addiction.”
The tobacco industry, Kessler told the

panel, “has had powerful control over
this nation and its elected representa-
tives” for too long. If Congress approves
the deal unchanged he said, “history will
not look kindly on your timidness.”

In a prosecutorial tone, Sen. Wendell
H. Ford of Kentucky, the Democratic
whip and a leading defender of tobacco

 companies and farmers, snapped back

that Koop and Kessler's prescriptions
were “nothing more than a backdoor
prohibition.” :

Sen. Slade Gorton, R-Wash., warned,
“We must resist the temptation to pile
on 50 much that we end up with an un-
enforceable prohibition or no settle-
ment at all.”

When Commerce Committee Chair-
man John McCain, R-Ariz., implored
committee members to be brief with
their opening remarks, Ford responded,
“I'm the one everyone's after here, and'
by damned, I'm going to take my time.”

The Senate GOP leadership has be-

~ gun dividing up responsibilities for legis-

lation on the settlement to various com-
mittees, including Judiciary, Commerce,
Finance, Labor and Human Resources,

and Indian Affairs. McCain said the lead- .

ership will meet with committee chair-
men in early October to decide how to
proceed with legislation. _ [}

LANDS

Wilderness Blll
OK’d by Panel

The Senate Energy and Natural Re-
sources Committee on July 30 pushed

through a bill (S 783) to alter manage-

ment of a Minnesota wilderness and a
second bill (S 360) to change activities

allowed in a federal recreation area on

the Oregon-Idaho border.

- Both bills, approved on 11-9 party
line votes, have sparked opposition
from Democrats and enviro'nmental
groups.

The first bill would a.ffect the Bound-
ary Waters Canoe Area Wilderness in
northern Minnesota. It would ease re-
strictions motorboat use by deleting a
provision in the 1978 Boundary Waters
Act (PL 95-495) that phases out motor-
boats on part of Sea Gull Lake, located
within the wilderness.

S 783, sponsored by Rod Grams, R-
Minn., would also allow use of motors

in transporting boats over land between.

By Allan medman
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lakes. The provision would apply to

three portage areas. Grams said the ex-
panded access would benefit senior cit-
izens and northern Minnesota families.
He argued that his bill would not open
the area to greater motorboat use,
which environmentalists fear could be
destructive..

. Dale Bumpers of Arkansas the rank-
mg Democrat on the panel, said he was
troubled that one of the portages runs
four miles, raising questions about
whether it would harm surrounding
wilderness.

He added that environmental groups

worry that deleting the motorboat phase-

v

out is a “kind of nose under the. tent ap-

proach” that would lead to more motor-

boats in the area. Paul Wellstone ‘D-
Minn., opposes the bill.

The other bill would affect the use of -

non-motorized river boats, such as rafts,

and jetboats on the Snake River inside .

the Hells Canyon National Recreation

- Area in Oregon and Idaho. The river

rafters and jetboat users are facing off
over use of the river.

Under a Forest Service management
plan, jetboats are not allowed on the
river on certain summer days. S 360
would lift the restriction, allowing jet-
boats t6 use the river at any time.

Larry E. Craig, R-Idaho, the chief
sponsor of S 360, said the restrictions
“would wipe out an entire indus-
try. . . . I'm willing to limit jetboating,
but I m not willing to take them off the
river.”

_Ron Wyden, D-Ore., said the restric-.
. tions are not putting jetboaters out of
business and that limits are necessary to" -

protect the river ecosystem as well as

commercial floaters who run rafting trips *

on the river.

“You have two industries here who -

are at odds over the use of a natural re-

“source,” sa.id Gordon H. Smith, ROre. ®
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Commumty Fund Recipients
Have Ties to the Clintons

. House panel reports evaluation documents added to some files
Jjust before visit from congressional investigators

epublicans became sus-
Rpicious about a fledgling

community lending pro-
gram earlier this year when
they discovered that several
grant recipients had close ties
to President Clinton and Hillary
Rodham Clinton.

Downright distrustful was
the reaction several weeks ago
. when congressional investiga-

tors found that their sleuthing
had forced the program's
deputy director to pull-an all-
nighter writing undated, after-
the-fact evaluation documents
for selected recipients.
“It just stinks to high heav-
en,” said Rep. Mark Foley, R-
. Fla., a member of the House
Banking and Financial Services
Committee. ’
Indeed, as. detalls unfold,
this story is proving to be yet

Bond, chairman of the Appro-
priations subcommittee that
oversees funding for the de-
partments of Veterans Affairs
and Housing and Urban De-
_ velopment (VA-HUD) and oth-
er.agencies. ;

The House on July 16

. struggled with an amendment
that would have cut the pro-
gram’s $125 million to the
current level of $50 million,
but sponsors abandoned the
effort in response to pleas-
from the project’s backers and
assurances that senior law-
makers would discuss the is-
sue with the administration.
(Weekly Report, pp. 1792,
1709) .

House and Senate nego-
tiators who will craft the fi-
nal version of the spending
bill in September will decide

another instance — similar to
Whitewater and the fundraising
activities of John Huang — in which old
relationships are. embarrassmg for the
Clintons.

Under scrutiny is the Commumty
Development Financial Institutions
Fund, a government corporation creat-
ed by a 1994 community development
lending law (PL 103-325) to provide fed-
eral grants and aid to local banks, cred-
it unions and other organizations that
make loans in inner cities and poor rur-
- al areas. (1994 Almanac, p. 100)

As a presidential candidate, Bill Clin-
ton touted the program in his 1992 cam-
paign as a first-term must. He wrote in

.his campaign treatise, “Putting People
First,” that community development aid
would be used to “rebuild America’s ur-

. ban roads, bridges, water and sewage-
treatment plants, and low-income hous-
ing stock, stressing ‘ready-to-go’

- projects.”

GOP lawmakers take a different

By Donna Cassata

view: “This is an effort to set up a new
giveaway program,” said Senate appro-
priator Christopher S. Bord, R-Mo. .

The findings by the House Banking
Subcommittee on General Oversight
and Investigations have raised doubts
about the future of the program, whose
fate now appears to depend on whether
Treasury Secretary Robert E. Rubin
acts decisively — and to Congress’ sat-
isfaction — to restore the project’s
credibility. That means shoring up the
evaluation process and dealing with the
program’s managers.

Wrath of Congress

Meanwhile, Congress has shown its
wrath as only it can: The Senate provid-
ed no funds for the program in the fiscal
1998 spending bill (HR 2158) for veter-
ans, housing and community develop-
ment programs, even though the Clin-
ton administration had sought $125

_million.

“It's totally without controls,” said

if they should eliminate the
program, freeze its spending
or give Clinton the $125 mllllon he ’
wants.

Clinton Ties .

For the first round of grant awards
in July 1996, the program received more
than 200 applications for federal aid;
administrators awarded $37 million in
grants, loans and other financial assis-
tance to 32 entities. The numerous
losers were not happy. They com-
plained to their House members about
suspected political preference, prompt-
ing the Banking subcommittee to inves-
tigate. “It was enough where it raised
the issue on our radar screen,” said sub-
committee Chairman Spencer Bachus, ‘
R-Ala.

When the panel began its investiga- -

tion in March, it found that evaluation
memos had been written by fund em-

" ployees or outside contractors, assess-

ing strengths and weaknesses of 28 out
of 32 recipients. No documentation ex-
isted for four recipients who received -
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" close to $11 million: Shorebank Corpo-

ration of Chicago; Southern Develop-
‘ment Bancorporation of Arkadelphia,
Ark.; Louisville Development Bancorp
of Louisville, Ky.; and Douglass Ban-
corp of Kansas City, Kan

Aécording to a subcommittee
source, a college roommate of Hillary
Rodham Clinton’s had served as senior
vice president at Shorebank; Mrs. Clin-
ton was once on the board at Southern
Development; and her former law firm,
the Rose Law Firm of Little Rock, Ark.,
was a counsel for Southern Develop-

ment. The ties of the other two, -

Louisville and Douglass, are indirect.
Shorebank, which has a financial inter-
est in the two, prepared their applica-
tions for the fund.

Undated Memos

On April 17, with congressional in-
vestigators poised to visit the fund’s of-
fice and review its files, fund Director
Kirsten Moy — who was at.a confer-
ence in Paris — called her deputy, Steve
Rohde, and told him to write the mem-
os on the four recipients. '

- In preparing the memos, Rohde
spoke to'the fund’s general counsel,
Maurice Jones, about leaving them un-
dated, an idea Jones rejected. Never-
theless, Rohde wrote the evaluation
memos, left them undated and had an
agency clerk place them in the files
within hours of the arrival of congres-
sional investigators the morning of
April 18. These findings were detailed
in a July 15 letter to Rubin from seven

-Republicans on the Banking Commit-

tee, who based their account on a re-

" port by Treasury’s inspector general,

s

Valerie Lau. |

The lawmakers wrote: “Reduced to
their essence, the findings suggest that
the top management at CDFI Fund
agreed between themselves to mislead
congressional investigators, by creating
in April 1997 ‘evaluation memos’ pur-
porting to memorialize an April 1996
analysis of four successful applications
for funding.

“There appears to be no plausible
explanation for the decijsion to leave
the documents undated other than the

desire to foster a false impression that

they had been prepared contemporane-
ous with the grant decisions.”

In an interview Aug. 1, Moy dveclmed -

to address the issue of after-the-fact
memos, but said the selection process
was “absolutely not done politically.”
She said fund administrators removed
congressional letters of support accom-

. panying some applications to ensure

‘against favoritism.
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Rohde told Lau that the memos were .

not misleading because they reflected
the evaluation made by fund employees
and outside contractors in April 1996,
shortly before the first round. Treasury
Under Secretary John D. Hawke Jr., in a
July 14 letter to Bachus, said the recipi-
ents were chosen solely on the merits.

Aftermath
In the aftermath, Bachus says that

'the subcommittee has no evidence of

any wrongdoing by the White House or
Mrs. Clinton. As for Moy and Rohde, he
said: “What is very clear is there was a

pretty adventurous ruse perpetrated on

our investigators to disguise the fact

that the awards had not gone through :

the same process.”

What baffles some lawma.kers is that
with ethical questions raised about the
Clintons on other fronts, the managers
of this small program, whom Congress
at thiis stage believes acted alone,
lacked the political sensitivity to ensure
that the fund was above reproach.

“You want to make sure no asper-
sions are cast on you, and you protect
the White House,” said Foley, who

sponsored, and then withdrew, the
amendment that would have frozen the -

program at current spending levels.

He expressed some remorse about
failing to push his amendment.and be-
lieves he would have won the vote, but

he said, “I have to trust my chairman

la.nd Mr. Stokes.”

Rep. Jerry Lewis, R-Calif., chairman -

of the VA-HUD Appropriations Sub-
committee, and Rep. Louis Stokes of
Ohio, the ranking Democrat, vowed af-
ter a nearly three-hour House debate to
pursue it with the administration; in the
meantime, the House bill would fund
the prograin at $125 million. :
“We're trying to see what Treasury is
going to do in correcting this whole

problem,” Stokes said a few days after -

the debate. “We’ ll see what’ s done to
satisfy concerns.” .

Republicans and Democrats, who
believe they have delivered a clear mes-
sage to Treasury, are closely watching
what steps the department takes with
regard to Moy and Rohde. “The credi-
bility of the fund suffers as long as
they're there,” Bachus said. -

Another member of the Banking
Committee, Rep. Jesse L. Jackson Jr.,
D-Il1., said he had urged Hawke to take

the “strongest possible action” against '

officials who misled a congressional in-
vestigation. Jackson declined to spell
out the details of his conversation, but

said, “I don't think my recommendation.

o Mr. Hawke fell on deaf ears.” ]

INDIAN AFFAIRS

Panel Endorses
Adoption Bill

A bill aimed at hastening the process

for adopting American Indian children
was endorsed by the Senate Indian Af.

fairs Committee by voice vote July 30.
The legislation (S 569), sponsored by
John McCain, R-Ariz., seeks to create

some certainty in the adophon process, *

which has been called into question by
a few high-profile cases in which tribes

" attempted to intervene after children
were placed with adoptive families.

American Indians, concerned about the
viability of their culture, often prefer
that children remain in the tribe rather
than be adopted by non-Indians.

The bill would require that tribes be
notified of all voluntary adoption pro-
ceedings involving children of those
tribes. The law now requires notifica-

tion only for children who are put up for

adoption because of abuse or neglect.

-The bill also would limit how and .

when a tribe could intervene in an adop-
tion proceeding. Any waiver of tribal
rights would be considered final. A tribe
seeking to intervene would have to

‘prove that the child is eligible to be-

come a member of the tribe.

~ The bill is considered a compromise
between adoption-rights advocates and
tribal leaders. Some Christian groups are
concerned that the language might make
adoption more difficult and less attrac-
tive to the biological mother. Abortion

foes also fear the bill would encourage .

Indian women to abort their fetuses.
.Most tribal groups support the bill,

but they remain wary of time-limits on .

their opportunity to intervene.

A similar measure passed the Senate
last year-but did not make it to the
House floor. (1996 Almanac, p. 6-27)

. Rep. Deborah Pryce, R-Ohio, said she
opposes the legislation and a companion

House bill (HR 1082) because they would

give Indian tribes too much authority
over the placement of children. She
wants to bar tribes from involvement in

the adoption of.Indian children by non- -

Indians unless at least one birth parent
has maintained “significant” tribal ties.

Orrin G. Hatch, R-Utah, said he plans |

to offer an amendment on the Senate
floor that would ensure that the tribe's
wishes do not'supersede those of the
birth parent during the voluntary adop-

tion process. [ B

By Andrea Foster
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for cloning a human. Yet no scientific'
organization endorsed Ehlers’ bill,
Morella pointed out.

Ludiam said that notwithstanding
the appearance of Dolly, human cloning
-will not be possible any time soon, if
ever-Even then, he said, scientists have
no desire to pursue it.
No Answers

Ehlers, a physicist, counters that it
is the biotechnology. companies that
want to take the government in a new
direction. He said the Rivers amend-
ment, which these companies helped
write, would specifically allow re-
search on embryos despite wide-
spread opposition to it. He also said
that biotechnology companies could |
not answer the question of how the
bill's language would affect future re-
search.

“The point is: No one can answer
- that,” says Ehlers. “They can't answer
* it. And I can’t answer it.”

Ehlers’ support is hard to gauge
The version of HR 922 approved by the
Science Committee was produced just
hours before the panel-met. The issue
engendered lively discussion, but the
markup served little more than to in-
troduce the issue. No roll call vote
was requested, and Sensenbrenner
made clear that he wanted the panel
‘to approve the bill and to leave much-
of the debate for the Commerce Com-
mittee or the House floor.

 Morella said the issue is so new and
complex that many Science panel mem-
bers have not given it much thought.
And Ehlers said he has no idea how
members of the Commerce Committee
feel about the ¢loning language.

Ehlers’ approach in both HR 922 and
HR 923 differs substantially from that
advocated by the National Bioethics’
Advisory Commission. President Clin-
ton ordered the panel to study the rami-
fications of cloning after Dolly’s arrival
last winter. -

The commission studlously-avmded
addressing questions of embryonic re-
search, saying that that issue had been
dealt with in the Labor-HHS spending
bill. In a June report, it endorsed a leg-
islative ban.on cloning to create a human
being. It also suggested that such legisla-

. tion'should automatically sunset after
.several years, so it could be revisited in
the wake of scientific developments.

_ The panel concluded: “It is notori-
ously difficult to draft legislation at
any particular moment that can serve
ta both exploit and govern the rapid

and unpredlctable advances of sci- .

ence.” [ ]
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In Senate Commerce-Justlce B1]l
Crime Fighting Gets Spotlight

Rushing to clear the decks for con-
sideration of budget and tax bills
before the August recess, the Senate on
July 29 passed legislation (S 1022) fund-
ing the departments of Commerce, Jus-
tice and State and the federal judiciary
and related agencies. The vote was 99-0.
(Vote 206, p. 1898) '

The House could not match the Sen-
ate's pace. Floor debate on its spending
bill (HR 2267) was put off until after the
recess, in part because of questions over
a provision that would allow members of
Congress and their staffs to be reim-
bursed for legal expenses if they were un-
successfully prosecuted by the Justice

Department.

The Senate bill would provide $31.6

_ billion for the departments and agencies

in fiscal 1998, with the focus squarely on
crime-fighting efforts. The FBI would get
a $238 million funding increase to $3.1
billion. The Drug Enforcement Adminis-
tration would get a $90 million increase
to $1.1 billion. President Clinton’s cops

" on the beat program would receive $1.4

billion, the same as last year, and Repub-

- licans’ law enforcement block grants pro- -
gram would get last year's $503 million.”

Spending on'juvenile justice programs
would more than double to $380 million.

As approved by the Senate Appropria-
tions Committee, the bill also would split
the 9th judicial circuit, severing Califor-
nia, Nevada and two Pacific territories
from seven other Western states.

About four dozen amendments were

rolled into an en bloc measure July 29°

and approved by voice vote. They includ-
ed a measure stripping language that
Paul S. Sarbanes, D-Md., said could be in-
terpreted to require a withdrawal from
the United Nations under certain condi-
tions, and an amendment from Paul Well-
stone, D-Minn., saying that in cases of do-
mestic abuse, a husband’s income could

. not be used to disqualify his wife from
being represented by Legal Services.

The most controversial debate on the
bill took place July 24, when members
defeated an amendment to strip the lan-
guage splitting the 9th circuit. (Previous
Sloor debate, Weekly Report, p.1797)

That same day, the Senate defeated an
amendiment that would have prohibited
companies with annual revenues of $2.5

.. By Dan Carney
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billion or more from getting grants from ‘

the Advanced Technology Program,
which helps private companies develop
new technologies. Sam Brownback, R- -
Kan., said the program had become a cor-

_porate welfare handout for companies

with enough money to do their own re-'
search. His amendment was defeated, 42-
57. (Vote 202 p. 1809)

More successful was Rlcha.rd G Lu-
gar's bid to restore funding for the Na-
tional Endowment for Democracy, which
promotes democracy abroad. The com-
mittee bill eliminated its funding; The In-
diana Republican's amendment to trans-
fer $30 million from a State Department '
account was approved by voice vote af-
ter a tabling motion was defeated, 27-72.
(Vote 203, p. 1809)

The House postponed action on HR
2267 as members of several committees,
including Judiciary and ethics, expressed
concern about an amendment approved
July 22 that would provide for reimburse-
ment of legal fees for members of Con-
gress and their staffs who are sued by the.

-Justice Department and acquitted.

.No hearings have been held on the
matter. Judiciary and ethics panel mem-
bers told appropriators they were reluc-
tant to carve out a privilege for members
without extending it to other federal em-
ployees, or to all citizens. : .
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CITIES

"The New Urban Gamble," The American Prospect, Sept.-Oct., pp. 28-34.

The "carnival city” model (revitalizing cities with casinos, stadiums, and other
tourist attractions) has shown little economic benefit for most cities.

Subsidized stadiums are almost always profitable for team owners, and almost
never profitable for the cities. Some reasons: 1.) they just shift leisure
spending from one area of the economy to another, 2.) the public investment
in them diverts funds from other public investments, and 3.) most jobs created
by stadiums are low-wage.

Casinos have helped cities in small, targeted ways: through direct sales taxes
and through voluntary gifts to the community. At the same time, corruption of
local government officials is common.

Market saturation also threatens expansion of casinos -- only the larger
operations are consistently successful, while many of the smaller ones are
failing.

Casinos also often are isolated from the community:a casino riverboat in East
St. Louis is served by commuter trains that bypass the city and is separated
from the city by a security fence and two watchtowers.

"Supermarket Solutions," Newsweek, August 11, p. 45.

Local nonprofit corporations are using land gifts and tax breaks from city
governments to attract large supermarkets to urban areas (examples: Newark,



Chicago, Harlem, Kansas City).
ENVIRONMENT
"Tiny Particles, Big Dilemma," Business Week, August 4, pp. 82-83.
° Many scientists challenge the science behind the EPA’s new particulate
regulations. Yet there seems to be a clear link between bad air and mortality,
even though we can’t identify the particular particles responsible.

"Shear Madness," U.S. News & World Report, August 11, pp. 28-36.

° 15% of the mountaintops in south-central West Virginia have been "sheared”
off in an effort to mine the coal inside.

. While these efforts create jobs (with average weekly pay of $922), they also
create environmental hazards: the regions are more vulnerable to floods and
more polluted. "Shearing" also harms nearby communities.

° "Reclamation" efforts by mining companies to clean up the damage are often
minimal.
° West Virginia’s Division of Environmental Protection rarely enforces

regulations, and levies only minimal fines.
"A Political Casserole of Tuna and Greens," U.S. News & World Report, pp. 52-53.

o Recent legislation regarding "dolphin-safe" tuna has attracted criticism from
some environmental groups, who charge that the "by-catch" argument for
removing the label is specious (the "by-catch" argument is that nets that catch
dolphins also catch dolphin predators, who would have killed more dolphins
than the nets do had they been left alive) and that Latin American fishermen
lie about the dead dolphin toll (two Venezuelan biologists had to flee the
country recently after being charged for treason because they reported that
Venezuelan shark fishermen killed 3,000 to 5,000 dolphins per year for bait).

HEALTH CARE
o A number of articles this week on Columbia/HCA.

"The Neglected Remedy: Strengthening Consumer Voice in Managed Care," The American
Prospect, Sept.-Oct., pp. 45-50.

° Critique of health insurance reform plans that focus on the possibility of
switching from one plan to another.



Most corporations offer employees little choice of health plans, and most
employer-sponsored health insurance plans forbid switching more than once
per year.

Managed care plans also provide a variety of reasons not to switch providers
or plans: similar restrictions on all physicians makes switching meaningless,
switching severs a provider-patient relationship, switching is difficult for
families with multiple health problems, and switching actually benefits the
health plan if high-cost patients switch out.

Managed care plans need more ways for physicians and patients to provide
feedback on the plan: better grievance procedures, more openness about plan
information, consumer participation in plan governance.

"My Dad’s Harrowing Trip Through A Medicare HMO," Business Week, August 4, p. 34.

° Seniors on managed care plans now make up 12% of the Medicare population.

o Many managed care plans do not deliver adequate care to patients, especially
when the patients become seriously ill: a recent study by John E. Ware of the
New England Medical Center found that chronically ill patients in HMOs were
twice as likely to suffer physical decline as those in traditional Medicare.

"Unto Him That Hath . . . ," The Economist, August 2, p. 20.

° A recent study by Mark McClellan of Stanford and Jonathan Skinner of
Dartmouth found that richer Americans get more out of Medicare than poorer
ones.

] Among Americans born in 1925, the richest 10% will collect $10,000 more in

net Medicare benefits than the poorest 10%, because wealthy Americans live
longer and use the Medicare system more extensively.

“Bad Practices," Newsweek, August 11, pp. 42-43.

Common types of Medicare fraud: "upcoding” (pressing hospitals to bill for
more expensive procedures than are justified or performed), "unbundling,”
(billing separately for tests and treatment that are part of the same diagnosis),
more lab tests than are necessary.

Home health care is also a significant source of fraud -- an HHS audit of New
York, California, Texas, and Illinois suggested that 40% of home-care visits
claimed under Medicare were unjustified.

Solutions: FBI has increased probes for health care fraud from 365 cases in
1991 to 2,200 last year; criminal prosecutions have increased from 83 in 1992



to 246 last year. Kennedy-Kassenbaum mandated $500 million for Medicare
"integrity" probes.

"Who Is the Victim?," U.S. News & World Report, August 11, pp. 18-20.

HOUSING

Home care fraud huge: 40% fraud rate (above), one in four home health
agencies receiving funds from Medicare has defrauded the program, home care
costs in Medicare have gone from $2.6 billion in 1989 to $17.7 billion in
1996, could reach $26 billion by 2000.

Main problem is provision of unnecessary services, not billing for services that
weren’t performed. But it is often difficult to determine exactly which
services are "necessary" and which are not.

Absence of copayment leads many seniors to think that home health services
are "free."

"An Invisible Community: Inside Chicago’s Public Housing," The American Prospect, Sept.-
Oct., pp. 35-40.

A critique of Chicago’s plan to restructure public housing, which includes
destruction of some public housing developments. The general point is that
residents of public housing might not fare well in the private housing market.

Although Robert Taylor Homes as an unemployment rate of around 90% and
84 % of its residents earn under $10,000 per year, unemployment rates and
median incomes are not much better in the areas surrounding public housing
developments (67% unemployment and $8,951 median income in Washington
Park, 75% unemployed and $7,907 median income in Grand Boulevard).

Public housing communities provide significant social support networks for
residents: peer and kin networks provide child care and temporary shelter,
tenant patrols and floor watches maintain safety. They also offer affordable
goods and services to residents (cheap clothes, car repair).

Crime rates are higher in public housing then in surrounding areas, but often
not by much (homicide rates are higher, but rates for other types of assault
and robbery are close to the city’s rate).

The highly praised Gautreaux program coupled assistance in moving to private
housing with an array of social services (day care, job placement, training),
but the current redevelopment program appears unlikely to offer such services.



INTERNET
"Censor’s Sensibility," Time, August 11, pp. 48-49.

° Many off-the-shelf Internet sentinel programs block out large amounts of
material that is neither obscene nor violent: America Online once banned the
word "breast" (locking breast cancer sufferers out of their bulletin boards),
CyberSitter blocks access to NOW, CyerPatrol blocks the Queer Resources
Directory, SurfWatch blocks Reuters articles about AIDS and HIV.

“The Press Muzzles Itself," Time, August 11, p. 49.

° A self-appointed council of industry representatives (Wall Street Journal,
Newspaper Association of America, Microsoft, Wired) is debating appointing a
subcommittee to decide what is "news" and what is not -- anything that isn’t
"news" would have to submit to a rating system or risk being blocked by
software browsers.
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. 6 THE REPUBLICAN HOUSE Moscow is a'glittering showplace Charles Wright
LEADERSHIP, APRES COUP | of emerging-market capitalism, ) _
Calvin Trillin : . . Cover design by WBMG,
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. . illustrations by R.O. Blechman,
8 BEAT THE DEVIL growing Third World poverty.
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and Stepheﬁ E Cohen

EDITORIALS

Beyond the Crz’éi.%

wo years ago, the N.A.A.C.P. was a wreck: its leaders cor- -

rupt, its finances in jeopardy, its local chapters in revolt. '
A very different organization held its annual convention in

|
July. That the central controversy in Pmsburgh was over an

important political principle—school desegreganon—ls itself
a newsworthy statement of the N.A.A.C.P 's recovery.

School desegregation loomed so large in the press coverage of
the Pittsburgh meeting largely because of sllpshod reporting. The

N.A.A.C.P. “is rethinking one of its fundamepta] principles: advo-

cacy of public school integration,” The New }i’ork Times trumpeted
on June 23, conflating the broad principle of social integration

with the tactic of school busing and setting The tone for alarmist
convention coverage. “The leadership of the N.A.A.C.P. has ca-

pitulated to the forces of black natlonallsm"’ declared Michael
~ Meyers of the conservative-funded New York Civil Rights Coali-
tion, the main source of “perspective” in’ most news accounts.’

But rank-and-file N.A.A.C.P. members have argued over
busing and other strategies for years. What executive director (and
former Congressman) K weisi Mfume and chamnan Myrlie Evers-
Williams promised to change was niot the NAA. C.P’s integra-
tionist Stance but its willingness to air internal differences; for
vears, any local N.A.A.C.P. official who questioned the national’s
policies was summarily dismissed. The issue isn’t separatism;
it's democratization in an organization notorious for mtolerant
top-down leadershlp

At the same time, there are good reasons {for the N.A.A.C.P
and lhc civil rights movement as a-whole to question the tactical

pursuit of court-ordered “school desegregation” in the absence.
of a more wide-ranging campaign concerned with public
school funding equity, housing patterns and related issues. The
latest round of public school civil rights suits in New Jersey,
Connecticut and elsewhere has produced impressive legal vic-
tories subsequently sabotaged by legislators and governors. In-
New Jersey, for example, Governor Christine Todd Whitman has
proposed to “equalize” school spending by capping it, which
will drive even more middle-class families from the public school
system. The majority of African-American children attend all-
black schools, and as Mfume has suggested, the quality of those
schools is a here-and-now problem.

This is not to place the resuscitated N.A.A.C.P. and its leaders
above reproach. Don King may have donated millions to histori-
cally black colleges, but surely there are better ways of acknowl- -
edging the corrupt boxing promoter than with an N.A:A.C.P.
President’s Award. On a more substantive. level, there is a chal-
lenging generation gap in the organization between the elders of
the civil rights era and younger activists, for whom community
violence, police brutality and racism in t.he _|ust1ce system are
more important than integration.

But most of the news out of Pittsburgh was good. The aver-
age age in the organization has fallen from 50 to 40, a step in
the right direction. Convention registration was the largest-in
years, and Mfume has wiped out a $3.2 million deficit. The
N.A.A.C.P. has resumed publication of The Crisis, once edited
by W.E.B. Du Bois. The new Crisis is a bimonthly journal under
the stewardship of Julian Bond and journalist Paul Ruffins
(subscriptions are $15 from The Crisis, 4805 Mt. Hope Drive,
Baltimore, MD- 21215) }
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MAGAZINES CONSULTED: The American Prospect (July-August), Atlantic Monthly
(August), Business Week (July 28), The Economist (July 26), Harper’s (August), The New
Republic (August 4), Newsweek (August 4), Time (August 4), U.S. News & World Report
(August 4).

ATTACHMENTS: tables of contents for all of the above; "Day-Care Dangers," U.S. News
& World Report, August 4, pp. 31-37; "The Difference a Mayor Makes," The Economist,
July 26, pp. 24-25; "Under the Underclass," The New Republic, August 4, pp. 20-24.
CHILD CARE

"Day-Care Dangers," U.S. News & World Report, August 4, pp. 31-37 (cover story).
*article attached

° 76 deaths in child care in 1996, yet this could be underreported; real numbers
might be between 240 and 320.

° Few regulations on child care providers: minimal requirements of training and
oversight, training is often inadequate, in general easier to be certified as a
daycare provider than to get a driver’s license.

o Few state sanctions for inadequate providers: centers rarely shut down, few
inspections, little coordination between state agencies responsible.

. Possible solution: Colorado’s recent initiative to get on-disk information from
providers and increase inspections.

EDUCATION
"Back to Boy’s School," The American Prospect, July-August, pp. 83-85.
° Growing movement in favor of single-sex academies for boys (Pete Wilson has

advanced a proposal allowing ten school districts to establish all-male magnet
academies).



Early research showed that single-sex schools worked best for women and for
African-American and Latino men.

Yet most evidence of success anecdotal, and ignores obvious downsides of
some all-male schools (misogyny, gay-bashing).

"The Difference a Mayor Makes," The Economist, July 26, pp. 24-25. *article attached.

Review of Chicago school reforms: after a near-collapse in 1995, the
Republican-controlled legislature made it easier to fire teachers, gave
principals more control over schools, consolidated separate funding into block
grants, and put system under direct control of Mayor Daley.

Daley’s reforms include the imposition of higher standards for students, the
end of automatic grade-to-grade promotions, and the targeted reform of failing

schools.

Results: better test scores, better financial status for the school system.

ENVIRONMENT

"Noisy Highways," Atlantic Monthly, August, pp. 26-35.

Noise barriers on federal highways cut noise pollution, boost well-being of
surrounding neighborhoods.

New designs for barriers makes them more attractive (brick, ivy, Native
American patterns).

HEALTH CARE

"Are Drive-Through Deliveries So Bad?," Newsweek, August 4, p. 65.

Two recent studies show that the length of a newborn’s hospital stay has little
effect on his or her health.

Instead, the crucial factor in infant health appears to be the experience of the
mother in child-rearing. Mothers can be assisted by following the American
Academy of Pediatrics recommendation that babies sent home in the first two
days of life be seen by a health professional within 48hrs of discharge.

"Cold Comfort for Working Moms, " U.S. News & World Report, August 4, p. 8.

A new study finds that working mothers with children have more stress than
working mothers without children.



IMMIGRATION

Several articles this week about the deaf Mexican immigrants rescued in New York and
North Carolina.

PRISONS
"On the Block," Newsweek, August 4, pp. 60-61.
° Evaluation of prison privatization programs in the light of the Washington,

D.C. sale of the Central Treatment Facility to the Nashville-based Corrections
Corporation of America (CCA).

o CCA has spent more money on drug treatment programs and jumpsuits for
inmates, and has saved money from cutting the workforce and decreasing
overtime.

° But critics allege that services have been cut as well: sick inmates, it is

reported, are having difficulty getting their medicine on time.
o Other prison privatization programs have been less than successful: CCA had
to pull out of South Carolina amidst allegations of mistreatment of inmates.
The Supreme Court has recently ruled that guards at private prisons can be
sued by inmates for mistreatment.
SPACE
"They’re Going Space Crazy," Business Week, July 28, pp. 89-92.

o Last year, private revenues from space exploration exceeded government
spending on space exploration for the first time.

° Some proposals for private exploration of space: asteroid mining, the use of
private launch systems, s lunar explorer armed with a TV camera to be used in

amusement parks and space museums.

° This fall, NASA will launch a Lunar Prospector mission, sending a probe to
orbit the moon and evaluate resources on the surface.

WELFARE
"How She Got a Job," The American Prospect, July-August, pp. 25-29.

o One-to-One, a Boston non-profit offering foreign-born and Puerto Rican adults
training in ESL, office skills, and job-hunting, has a near-100% success rate.



o Keys to the program’s success is that it is long-term (not the short-term
programs in vogue nationwide), focuses on putting recipients into jobs that
offer opportunities for advancement (again, unlike most programs popular
nationwide), and emphasizes instilling habits of punctuality, customer service,
and time management.

"Spinning the Poor Into Gold," Barbara Ehrenreich, Harper’s Magazine, August, pp. 44-52.

° A biting review of a recent Washington, D.C. conference on "welfare
privatization."
o Corporations attending the conference appear to have absorbed the

Murray/Gilder view of welfare (subsidizes illegitimacy, discourages work,
encourages dependency, etc.).

° Unclear how privatizing welfare service delivery will simultaneously save the
government money and make profits for corporations.

° In addition, high potential for abuse by for-profit corporations.
"About Face," The New Republic, August 4, pp. 16-19.

° Analysis of STRIVE, a job-training program operating in New York, Boston,
Philadelphia, and Chicago. The program has an 81% placement rate and an
average graduate salary of $7.45/hr.

° But the program’s success comes at least in part from a.) rejecting some
applicants early in the process ("creaming"), and b.) the personality of the
unique, charismatic leader of the Boston program.

"Under the Underclass," The New Republic, August 4, pp. 20-24. *copy attached.

° Marriott’s much-touted welfare to work program has failed to reach the long-
term, hardcore welfare recipients.

o The success rate of Marriott’s program for even the most competent portion of
this hardcore group is under 50%.

] Between one-third and one-half of welfare caseloads are members of this
group, who need much more than most welfare-to-work programs provide
because of their multiple problems (such as drug abuse, domestic violence, and
inconsistent housing and transportation).

OTHER

"Is Legalized Gambling Becoming Unsinkable?," U.S. News & World Report, August 4, p.



24.

Seven of eight state referendums to expand gambling were defeated last fall.

But states reluctant to close existing casinos, and in fact usually only close
existing ones so that new, more profitable casinos can move in.
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