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DOWNSIZING

WITNESS

HON. DONNA E. SHALALA, SECRETARY

Mr. Porter. Good afternoon. I want to welcome everyone to this
hearing today.
We begin a series of hearings to reassess the broad scope of pro-

grams in the Departments of Labor, Health and Human Services,
Education, and Related Agencies to see how we can responsibly
downsize the government in these areas.
The scope of programs before us is considerable. The largest of

the 13 appropriation bills is ours, over $250 billion in total and $70
billion in discretionary spending.

I want to make clear my determination on two points. This sub-
committee will contribute substantially to the governmentwide
downsizing effort and we will do so responsibly, not mindlessly. Ob-
viously, the decisions we make on this subcommittee will dramati-
cally affect the way business is done at the three Departments,
Labor, Health and Human Services and Education.

In order to assist us in making responsible decisions, we have in-
vited each of the three cabinet Secretaries to present their perspec-
tives on downsizing. As the Chairman, I want to make clear that
I have not prejudged any of the programs before us. I have no hit
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list. However, I am determined that we on this panel do our part
to eliminate the deficit spending and huge burden of debt that we
are passing along to future generations.
We have hundreds of worthy programs before us. Many good ar-

guments can be made in their behalf. Yet, we must also keep in

mind the bottom line. On this subcommittee, we must maintain
funding for priority programs, but we must eiIso make the tough
choices to contribute to deficit reduction and take responsibility for

the future fiscal health of the Nation so that our children and
grandchildren will not be saddled with a crushing burden of Fed-
eral debt. As Chairman, I place eliminating deficits and getting our
fiscal house in order as our number-one priority.

I believe it is useful to consider our tasks in terms of that fiscal

house. As a Nation, we have been living in a house under the same
management for the past 40 years. During that time, we have col-

lected a great many things in all the rooms of our house. Some of
those things are things we really don't need or use anymore. Some
of them are duplicative of others that we already have. Some are
broken beyond repair. Others are in need of it. The purpose of
these hearings is to examine all of these things in all of the rooms
of America's budgetary house that fall under the subcommittee's ju-

risdiction.

This process must lead us to an uncluttered house efficiently run
that works for the people who live in it, the American people. We
must determine what to keep and support, what to trim back, and
what to get rid of altogether. It is my intent that we do this in a
thoughtful, rational, and comprehensive way.
We are very pleased to be joined this afternoon by the Chairman

of the full Appropriations Committee, Mr. Livingston of Louisiana,
and I would call on him for any remarks he might have.
Mr. Livingston. Thank you very much, Mr. Chairman. You stat-

ed the case very well.

Secretary Shalala, we want to welcome you and all of the future
witnesses that will appear this afternoon and in the future hear-
ings. Chairman Porter has indeed put his finger on the problem.
We are looking at the fact that over the years, we have
compounded deficit after deficit, ranging on the average of $250 bil-

lion for the last several years.

The end of those deficits doesn't seem to be anywhere near in

sight. Interest on the debt that has accumulated from one year's

deficit after another amounts to the point that we are now consum-
ing roughly 15 percent, a growing portion of our Federal budget
every year going just to pay interest.

It is not going to really help people, as so many of the programs
that are encompassed in the matters before this subcommittee do.

But that interest just accumulates, gets greater and has to be paid
before any of the rest of the bills can be paid. So if we hope to have
some long-term viability for the economy of this Nation, if we hope
to leave our children anything beyond a mountain of debt and a
legacy of extraordinarily high mortgage payments, then we must
rid ourselves of the duplication and excess and redundancy and un-
necessary and wasteful programs that exist in every sector of the
discretionary budget, as well as to try to trim down the waste and
inefficiencies of the entitlement programs that exist.



Our job here is exclusively those discretionary programs, and in

fact, Secretary Shalala, you are about to testify about a whole raft

of programs which are under your jurisdiction. We look forward to
hearing you. We look forward to hearing that the administration
has on tap a plan for downsizing the scope of government, trying
to economize. And then we look forward to building on what you
have to say towards assuring the American taxpayer that their
money is going to be well spent and that, as Chairman Porter has
pointed out, those people who need help receive it as efficiently and
inexpensively as possible, but that the waste is actually cut from
the budget. If we can do that, we will be living up to our commit-
ment that we have made in recent months to get government
under control.

I look forward to these hearings and others to make sure that
can be done.
Thank you, Mr. Chairman.
Mr. Porter. I thank the Chairman of the Appropriations Com-

mittee for being with us and for his remarks.
We are delighted to welcome today one of the most able Members

of the President's cabinet. Secretary Donna Shalala of Health and
Human Services. But first I want to yield to my colleague, the
Ranking Member on our subcommittee, Mr. Obey, also the Ranking
Member on the full committee.
Mr. Obey. Mr. Chairman, let me say that I am always happy to

see Chancellor Shalala here. I recognize she is Secretary and in
Washington that may be a more important title, but in Wisconsin,
Chancellor Shalala is a far more important title. And so I am al-

ways happy to see her here discussing anything that she wants or
is free to discuss.

And I obviously agree with the comments of both gentlemen who
have just spoken to the point that we always want to be on the
lookout for places where we can eliminate duplication, eliminate
marginal spending, and focus resources where they need to be fo-

cused. But I do not think that we should pretend that this is a re-

scission hearing today.
I notice that the sheet is entitled HHS rescissions. There are no

HHS rescissions before us and there should not be until the Presi-
dent submits his budget, and I think we all understand that while
it is always nice to have a breezy conversation about the subject,
that we will not, in fact, be able to discuss with any degree of speci-
ficity potential rescissions, at least on the part of the administra-
tion, until we actually have the President's budget.

I think any President is entitled to present his budget before it

is prejudged by anybody, and I hope that we will recognize that
today and other days in this and other committees.

I would also say that I agree with Chairman Livingston that we
ought to be looking at all or at every sector of discretionary spend-
ing for possible savings. I hope that does include what is laiown in
jargon around here as the 050 category, the military budget.

Experience is a wonderful quality. It enables you to recognize a
mistake when you make it again. And I remember back in 1980
when we were sitting in Bob Byrd's office under the Carter admin-
istration and we were told by Paul Volker that we had to cut $16



billion out of the budget because if we didn't, the deficit was going
to rise to over $40 billion.

And so we sat around for 3 weeks. Every single agency of govern-
ment was asked to accept reductions. But when it got to the mili-

tary budget, they were not even subjected to the same process that
everyone else was subjected to. And I hope we don't make that
same mistake this time.

I am certainly willing any time to discuss reductions in programs
that don't meet their goals, that don't fulfill the need they were de-

signed to, which may be of lower priority than some others. But we
have to remember that most of these programs are aimed at ex-

panding opportunity for middle-class working people in this coun-
try. And while I am willing to take a look even at those in order
to save money and build public confidence on the part of the tax-

payer that we are carefully husbanding their tax dollars, I am not
much interested, frankly, in making severe reductions in programs
like that in order to finance a significant additional tax reduction
for rich people.

I do believe in equal opportunity, and I think that the programs
under the jurisdiction of this subcommittee, more than any other
in the government, are designed to assure that equal opportunity
and that is one thing we have to doggone never forget.

Mr. Porter. Madam Secretary, we are delighted that you can
join us. The floor is yours.

Opening Statement

Secretary Shalala. Thank you very much, Mr. Chairman, Chair-
man Porter, Chairman Livingston, Members of the committee, my
old friend. Congressman Obey. I am honored to be here today to

discuss the Department of Health and Human Services.

As Mr. Obey noted, the President has not yet submitted his

budget, but I am always happy to discuss HHS programs and what
we have tried to do over the last couple of years, from basic re-

search at the National Institutes of Health to disease control and
prevention at the CDC, from giving young Americans a head start,

to fixing our welfare system so that it sends people back to work.
We provide services that touch the lives of every single Amer-

ican. That is why the discussion we begin today is so important.

We are talking about how the Department can best serve our cus-

tomers, the American people. And in a moment, I will tell you
about some of the most impressive gains we have made through
good stewardship of the money you have appropriated to the De-
partment.

In 3 weeks, the President will submit to the Congress our third

annual budget. I know that you understand that I am not at liberty

to discuss the details of the 1996 budget. But I will be happy to

return and answer any questions you may have once the budget is

delivered to Congress.
Rest assured that we will continue to make the tough choices to

eliminate unnecessary government programs and to cut back on
others. We will maintain the President's commitment to helping

hard-working Americans. We will continue to exercise bold leader-

ship to reduce the deficit and provide tax relief to the middle class.



And we will continue to promote efforts to improve government ef-

ficiency and enhance the lives of all Americans.
I am here to say that we are committed to a vigorous and com-

prehensive process on our budget. We will sometimes disagree, but
we will be responsive to your questions and concerns. Because, as

the President said in his speech on the middle-class bill of rights,

it is not about moving left or right, but moving forward. And that

is what we have done.

When the President took office, he promised to restore fiscal re-

sponsibility to the Federal Government and invest in our shared
future as Americans. In the last 2 years, we have made good on
that promise. The President's bold economic policies have helped to

create more than 5 million new jobs. We worked to enact the larg-

est deficit reduction bill in history, a tough program designed to re-

duce projected deficits by $500 billion over 5 years. Because the

economy is responding, experts now predict that we will reach a
full $700 billion in deficit reduction during that same period.

As a result of these savings, we can take the next step in fulfill-

ing the President's promise to cut taxes for hard-working, middle-

class Americans. And because of the targeted investments we have
made here in the Department, we have a great story to tell about
the last 2 years, a rich legacy of real accomplishments that will en-

hance the lives of millions of people.

Let me tell you about a few of the specific gains that we have
made.

I spent a lot of time talking to this committee about our ambi-
tious preschool immunization initiative, which has taken great

strides in protecting all children against deadly infectious diseases,

such as polio and measles. When we started the first term, the

President's first term, we had the same immunization rate as

third-world countries. Working in partnership with States, with
private doctors, with business leaders and with communities, we
have helped raise immunization rates for the most basic vaccina-

tions for 2-year-olds a full 12 percent in one year, from 55 percent

in 1992 to 67 percent in 1993. These are the highest immunization
rates ever in the United States of America.
On another front, children will reap the benefits of our new fam-

ily-centered approach to Head Start. In our historic measures to

improve the quality of the program, with overwhelming bipartisan

support, we passed the most comprehensive Head Start reform
agenda in history last year. We expanded Head Start to serve fami-

lies with children ages zero to three.

We stepped up our efforts to involve parents in their children's

education. We made the program more responsive to the special

needs of working families, and we created stronger links with local

elementary schools.

We have also had great success in women's health. For example,
we have made gains in breast cancer research, in prevention and
treatment, including the landmark implementation of the National
Action Plan on Breast Cancer. From 1989 to 1992, we reported yes-

terday, breast cancer mortality rates declined by 5 percent among
all women, by 18 percent since 1987 among women in their thir-

ties. Breast cancer screening rates are at their highest levels in

history, due in part to increased funding for the CDC National
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Breast and Cervical Cancer Program and the National Cancer In-

stitute's education and outreach efforts.

To ensure that women get safe and reliable mammography in

their communities, the FDA has implemented regulations to certify

mammography facilities and trained inspectors to be certain that

all these important facilities operate to uniform standards.
The Public Health Service's Office on Women's Health has been

working to apply imaging technologies from the defense, space, and
intelligence communities to improve the early detection of breast
cancer. The NIH has made major breakthroughs in breast cancer,

including the discovery of the BRAC-1 gene, which is linked to

breast cancer.

In addition, clinical studies using Tomoxifen have decreased
breast cancer recurrence by as much as 50 percent.

For older Americans who depend on Medicare for their health
care, we have increased managed care choices and improved cus-

tomer service.

Working with the States, we have expanded choice and controlled

costs by doubling the number of Medicaid participants in managed
care. And in both Medicare and Medicaid, we are implementing
state-of-the-art quality assurance systems to guarantee the best

possible care for all Americans. At the same time, across the De-
partment we have stepped up our fight against waste, fraud, and
abuse.

In 1994, we achieved almost 1,200 successful prosecutions and
more than 1,300 administrative sanctions, resulting in more than
$8 billion in fines, penalties, and savings for the American people.

These are great accomplishments that we can all be proud of.

But we need to do even more.
To continue to reduce the deficit, to create jobs, and to address

the needs of middle-class Americans, we will have to work in a
truly bipartisan fashion to cut wasteful spending and create a Fed-
eral Government that better serves the American people. That
means passing a line-item veto to give the President more control

over spending, and it means continuing the historic work of the ad-

ministration's National Performance Review.
Both the NPR and our Department's Continuous Improvement

Program are integral parts of our budget planning. Through these

efforts, we have enhanced our services while reducing our costs.

Every agency in my Department has convened teams to develop in-

novative approaches for getting our work done faster, smarter, and
better.

To give you just one example, HCFA is overhauling its claims

processing system for Medicare. The new system will answer ques-

tions more quickly and more accurately, and it will reduce regional

inconsistencies in the acceptance and denial of claims.

Once this project is completed, we will provide more effective

service and we will cut administrative costs. Some of these innova-

tions will produce dramatic immediate savings, which you will see

in our 1986 budget submission; and others will produce longer-term

savings.

But let me emphasize that these savings are real. Since 1993, we
have worked to decrease the Department's size by more than 2,400

full-time employees. And from 1995 to the end of the century, we



will reduce our work force by more than 4,500 employees, not in-

cluding employees from our current work force who will have
moved to the new independent Social Security Administration be-

ginning March 31, 1995.
These projections reflect real progress in cutting red tape, in put-

ting customers first, and providing better services at a lower cost.

Clearly, all of us face a big challenge, but I am confident that we
will succeed if we all work together in a renewed spirit of biparti-

sanship.
As the President has said, this country works best when it works

together. We are ready to work with this committee and this Con-
gress and the American people to move forward and get the job

done.
Thank you very much, Mr. Chairman. I would be happy to an-

swer any questions you or the committee may have.
Mr. Porter. Thank you. Madam Secretary.
[The prepared statement and biography of Secretary Shalala fol-

lows:]
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Good afternoon, Mr. Chairman and members of
the committee.

I am honored to be here today to discuss the
Department of Health and Human Services the
"People ' s Department .

"

From basic research at the NIH to disease
control and prevention at the CDC, from giving a
Head Start to our youngest Americans to fixing our
welfare system so that it sends people back to
work, we provide services that touch the lives of
every single American.

That's why the discussion we begin today is so
important. We are talking about how HHS can best
serve our customers: the American people.

And, in a moment, I will tell you about some
of the most impressive gains we've made through
good stewardship of the money you have appropriated
to our Department.

In three weeks, the President will submit to
the Congress our third annual budget.

I know that you understand that I am not at
liberty to discuss the details of the 1996 budget,
but I will be happy to return and answer any
questions you may have once the budget is delivered
to Congress.

Rest assured that we will continue to make the
tough choices to eliminate unnecessary government
programs and to cut back others.

We will maintain the President's commitment to
helping hardworking middle class Americans.

We will continue to exercise bold leadership
to reduce the deficit and provide tax relief to the
middle class.

And we will continue to promote efforts to
improve government efficiency and enhance the lives
of all Americans.

I am here to say that we are committed to a
vigorous and comprehensive process on our budget.



We will sometimes disagree. But we will be
responsive to your questions and concerns.

Because, as the President said in his speech
on the Middle Class Bill of Rights, "It's not about
moving left or right, but moving forward."

And, that's what we have done.

When President Clinton took office, he
promised to restore fiscal responsibility to the
Federal government go invest in our shared future
as Americans.

In the last two years, we have made good on
that promise.

The President's bold economic policies have
helped to create more than 5 million new jobs.

We worked to enact the largest deficit
reduction bill in history, a tough program designed
to reduce projected deficits by $500 billion over
five years. Because the economy is responding,
experts now predict that we will reach a full
$700 billion in deficit reduction during that same
period.

As a result of these savings, we can take the
next step in fulfilling the President's promise to
cut taxes for hard-working middle-class Americans.

And, because of the targeted investments we
have made here at HHS, we have a great story to
tell about the last two years -a rich legacy of
real accomplishments that will enhance the lives of
millions of people.

Let me just tell you about a few of the
specific gains that we have made.

Our ambitious preschool immunization
initiative has taken great strides in protecting
all children against deadly infectious diseases
such as polio and measles.

Working in partnership with states, private
doctors, business leaders and communities, we have
helped raise immunization rates for the most basic
vaccinations for two-year olds a full 12 percent in
one year — from 55 percent in 1992 to 67 percent
in 1993. These are the highest immunization rates
ever in this country.
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On another front, children will reap the
benefits of our new family-centered approach to
Head Start and our historic measures to improve the
quality of the program.

With overwhelming bipartisan support, we
passed the most comprehensive Head Start agenda in
history last year.

We expanded Head Start to serve families with
children ages 0-3

.

We stepped up our efforts to involve parents
in their children's education.

We made the program more responsive to the
special needs of working families.

And we created stronger links with local
elementary schools.

We have also had great successes in women's
health.

For example, we have made big gains in breast
cancer research, prevention, and-treatment —
including the landmark implementation of National
Action Plan on Breast Cancer.

From 1989 to 1992, breast cancer mortality
rates declined by 5 percent among all women — and
by 18 percent since 1987 among women in their
thirties.

Breast cancer screening rates are at their
highest levels in history, due, in part, to
increased funding for the CDC National Breast and
Cervical Cancer Program and the National Cancer
Institute education and outreach efforts.

To ensure that women get safe and reliable
mammography in their communities, the FDA has
implemented regulations to certify mammography
facilities and trained inspectors to be sure that
these important facilities operate to uniform
standards

.

The PHS Office on Women's Health has been
working to apply imaging technologies from the
defense, space, and intelligence communities to
improve the early detection of breast cancer.

The NIH has made major breakthroughs in breast
cancer including the discovery of the BRCA-1 gene,
which is linked to breast cancer.
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In addition, clinical studies using Tomoxifen
have decreased breast cancer recurrence by as much
as fifty percent.

For older Americans who depend on Medicare for
their health care, we have increased managed care
choices and improved customer service.

Working with the states, we have expanded
choice and controlled costs by doubling the number
of Medicaid participants in managed care.

And, in both Medicare and Medicaid, we are
implementing state-of-the art quality assurance
systems — to guarantee the best possible care for
all Americans.

At the same time, across the Department, we
have stepped up our fight against waste, fraud, and
abuse.

In 1994, we achieved almost 1,200 successful
prosecutions and more than 1,300 administrative
sanctions — resulting in more than $8 billion in
fines, penalties, and savings for the American
people.

These are great accomplishments that we can
all be proud of. But we need to do even more.

To continue to reduce the deficit, create
jobs, and address the needs of middle-class
Americans, we will have to work in a truly
bipartisan fashion to cut wasteful spending and
create a Federal government that better serves the
American people.

That means passing a line-item veto to give
the President more control over spending.

And it means continuing the historic work of
the Administration's National Performance Review.

Both the NPR and our Department's Continuous
Improvement Program are integral parts of our
budget plan.

Through these efforts, we have enhanced our
services while reducing our costs.

Every agency in my Department has convened
teams to develop innovative approaches for getting
our work done faster, smarter and better.
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To give you just one example, the Health Care
Financing Administration is overhauling its claims
processing system for Medicare.

The new system will answer questions more
quickly and accurately, and will reduce regional
inconsistencies in the acceptance and denial of
claims.

Once this project is completed, we will
provide more effective service — and we will cut
administrative costs.

Some of these innovations will produce
dramatic immediate savings, which you will see in
our 1996 budget; and others will produce long-term
savings.

Let me emphasize that these savings are real:
Since 1993, HHS has worked to decrease its size by
more than 2,400 full-time employees.

And, from 1995 to 1999, we will reduce our
workforce by more than 4,500 employees — not
including employees from our current workforce who
will have moved to the new independent Social
Security Administration beginning March 31, 1995.

These projections reflect real progress in
cutting red tape, putting customers first, and
providing better services at lower cost.

Clearly, all of us face a big challenge. But
I am confident we succeed if we all work-together
in a renewed spirit of bipartisanship.

As the President has said, "This country works
best when it works together .

"

We are ready to work with this committee, this
Congress, and the American people to move forward
and get the job done.

Thank you very much, Mr. Chairman. I would be
pleased to answer any questions that you may have.
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DONNA E. SHALALA
SeciBtaiy of HeaNti and Human Services

It is no coincidence the Washington Post chose a sports metaphor when it wrote that HHS Secretary

Donna E. Shalala has assembled "the best team since the 1927 Yankees."

Shalala is both a fine athlete and energetic competitor who, as the first woman to lead a Big 10 University, took

a losing football team at the University of Wisconsin at Madison and turned it into a Rose Bowl champion.

At HHS, the "people's department." she has adhered to the same management philosophy.

"I pick the best peopie, give them the support they need and hoM them accountable for results." she says.

The future Secretary entered public life in 1975 as treasurer of the Municipal Assistance Corp.. which rescued

New York City from the brink of bankruptcy.

She was an assistant HUD secretary in the Carter Administration and, in 1980. became the youngest woman
to lead a major U.S. college as president of Hunter College in New York. In 1988. she became Chancellor of the

University of Wisconsin-Madison, the nation's largest pubtc research university.

An acknowledged scholar of state and local government and finance, Shalala earned her Ph.D. from the

Maxwell School of Citizenship and Public Affairs at Syracuse University in 1970. She has also served as a Peace

Corps volunteer in Iran and taught political science at Syracuse. Columbia. Hunter and Wisconsin.

Shalala succeeded Hillary Rodham CKnton as chair of the ChiMren's Defense Fund in 1992.

Like her mother. Edna, the national 80-year-okJ women's tennis champion. Shalala plays a competitive game
of tennis. In her spare time, she also reads, golfs, hikes and climbs mountains, among them the Himalayas.

Undoubtedly, however, the biggest mountain she's climbed is HHS. the Cabinet department responsible for 250

health, welfare, food, drug safety and income-assistance programs.

There, Shalala has won plaudits for her leadership on health care and welfare reform, and for refocusing and

re-energizing such programs as Head Start, women's health, chikJhood immunization, biomedical research and AIDS

prevention.

April 1994/S
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Mr. Porter. Because he has other commitments, without objec-
tion, I want to begin the questioning with the Chairman of the Ap-
propriations Committee, Mr. Livingston.

BREAST CANCER RESEARCH

Mr. Livingston. Thank you, Mr. Chairman. I will try to be brief

and not take up too much committee time. I have several questions
and I will introduce most of them for the record.

I want to again welcome you. Madam Secretary. I am reminded
of your testimony about breast cancer research. I spoke a couple
years ago with some advocates for additional research, and they
told me as of that time when we spoke, and it was almost 2 years
ago, that more women die of breast cancer in America in a single

year than all of the people who had ever died in America of AIDS
at the time we spoke.

Is that an accurate comparison, first of all?

Secretary Shalala. I would have to compare the numbers for

you. I will provide it for the record.

In FY 1993, 44,060 Americans died of breast cancer. As of December 1993,
361,164 cumulative deaths from AIDS were reported in the United States.

Secretary Shalala. One of the things that I just reported to you
is that mortality for breast cancer is coming down because this

country has made an enormous investment not simply in research
on breast cancer, but in early detection of breast cancer, in upgrad-
ing mammography machines, in getting the information out to

women, in increasing the number of women that are doing self-ex-

aminations.
So I can give you the total numbers on the number of people who

have died of AIDS over the last 10 years, which I believe is

360,000, and last year 44,000 women died from breast cancer.

Mr. Livingston. So the comparison over the last 10 years with
the figures really would not validate that claim, then?

Secretary Shalala. Both are terrible diseases.

Mr. Livingston. Of course they are. And the result is often the
same.

Secretary Shalala. Let me make
Mr. Livingston. A situation from which there is no appeal.
Secretary Shalala. If you don't mind, Mr. Livingston.
Mr. Livingston. Surely.

Secretary Shalala. Let me make one other point about that. The
committee is going to go out and visit the National Institutes of

Health and you are going to meet Dr. Harold Varmus, the Nobel
Laureate who heads the National Institutes of Health. And one of

the points he and his colleagues will make is research on breast
cancer or research on AIDS is helpful to other diseases.

Dr. Varmus had members of his close family die of breast cancer.

So he invested his career in breast cancer. He won the Nobel prize

not for doing research on breast cancer, but for a finding that had
nothing to do with breast cancer. It had to do with the development
of the brain. Meanwhile, down the hall from him was a colleague
who was doing research on the brain who had a finding that was
related to breast cancer.
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So as we talk about disease research, particularly about our in-

vestment in the National Institutes of Health, I think it is impor-
tant to see the relationship when you are doing basic science re-

search. Research on immunology, which is funded through the
AIDS investment, clearly helps us on another set of diseases. So I

think that remembering that as we talk about what is essentially

the politics of diseases that both you and I must manage, it is very
important to keep in mind that these basic science investments
help each of our commitments.
Mr. Livingston. Well, one would hope that all of these research-

ers will be successful, will find a cure to each of these terrible dis-

eases. My question really, though, is one which pertains to re-

sources.

Could you tell me what percentage of the research budget of your
Department goes to researching a cure for AIDS versus how much
goes to a cure for breast cancer, and then perhaps all cancers?

Secretary Shalala. In 1993, the spending in the Public Health
Service was slightly higher for cancer than it was for HIV/AIDS.
But again, my
Mr. Livingston. What does that mean, slightly?

Secretary Shalala. Let's see whether I have got the individual
numbers; $2 billion for cancer and $1.3 billion for HIV/AIDS re-

search. That does not add in

Mr. Livingston. All cancer, not just breast cancer, is that cor-

rect?

Secretary Shalala. It is all cancer. It is all cancer.
Mr. Livingston. Right. I just wanted to get an idea and thank

you very much. Later today the General Accounting Office will tes-

tify on opportunities to realize savings in Health and Human Serv-
ices. Their testimony reveals that, and I quote, HHS currently does
not have the tools—an adequate program evaluation strategy or
modem information systems—to determine whether its programs
work.
Now, it raises the question, why should the subcommittee con-

tinue to provide billions of dollars for the same programs over and
over again if we don't know that the programs work?

Secretary Shalala. I am afraid, Mr. Chairman, it is too broad
of a question for me and I want to see what GAO is talking about.
And since my total budget is $600 billion, I want to see what spe-
cific programs they are saying don't work, whether they are talking
about the Medicare program or the Medicaid program, whether
they are talking about the National Institutes of Health, which
would be a long-term investment in basic science, whether they are
talking about the CDC that tracks diseases across the country. I

just need to see how they are using the word "work" and how they
are defining it.

Mr. Livingston. I think that is very fair. Obviously, you have ju-
risdiction over so many programs, it is difficult to fully know which
ones have been properly evaluated or not.

But are you undertaking a process to evaluate each and every
program? And do you believe that that evaluation is up to par and
that you are on top of these programs and are properly and fully

capable of knowing whether or not they work?
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Secretary Shalala. I believe that for more than a decade, we
have disinvested in the research and evaluation capacity of the De-
partment and in our ability to do proper oversight and to develop

the sophisticated and new techniques for outcome measures.
Over the last two years, almost the only part of the Department

where I have been able to add FTEs and make an investment has
been in the policy and evaluation piece. I also believe that we are

getting some breakthroughs with the help of the private sector in

outcomes measures, for example in health care, and we are on the

verge of being able, both in the private sector and the public sector,

to better manage our investments in huge health care programs.

GRANT PROGRAMS

Mr. Livingston. Can you tell me how many separate grant pro-

grams your Department operates?

Secretary Shalala. Two hundred fifty. But most of the money,
is in the programs of Social Security, Medicare and Medicaid, and
in the AFDC program. So we are really talking about other tar-

geted grant programs that may be for drugs or the CDC's tracking

system.
Mr. Livingston. And are you convinced that as those other pro-

grams, in a number of them there is no duplication or overlap or

perhaps outright waste of funds?
Secretary Shalala. No, sir. I am convinced that we need to con-

tinue to make progress, to continue to review the programs to

make sure there is no overlap. Both in our 1995 budget, where we
did make some recommendations, and certainly in our 1996 budget,

you will see us addressing precisely that issue.

Mr. Livingston. Getting back to the GAO, they outline how mul-
tiple agencies within HHS and other Departments are devoting

scarce resources to separately administer and monitor similar pro-

grams. Now I think that the key here is so much money goes into

administration, and if they are duplicative programs providing

similar services and yet you are putting money mostly into admin-
istration

Secretary Shalala. Right.

Mr. Livingston [continuing]. Then the people that really need
the help and the assistance don't get it because it is funneled off

into an enormous bureaucracy.
For example, HHS administers 14 programs of the 163 federally

funded employment training programs for a cost of $1.9 billion.

Seven programs fund the delivery of health services for pregnant

women and children. Worthy programs, good, great purposes, but

seven?
Thirty different programs deal with the supply and distribution

of health professionals. It seems that there is some duplication

there. So my question is, why shouldn't the subcommittee appro-

priate funds into single accounts for each of these functions and re-

quire HHS to consolidate the programs?
Secretary Shalala. Well, first of all, I hope you don't need to re-

quire us to consolidate programs where we have overlaps. We
ought to be submitting those ourselves. As part of our reinventing

government process, we are asking exactly those kinds of ques-
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tions. Since I haven't seen the GAO report, I have trouble respond-
ing.

But let's look at breast cancer, for example. If all you do is look
at the titles of the programs, you would have no idea that the FDA,
which is responsible for the Quality Standards Act under the legis-

lation, is giving certifications and going out and taking a look and
making sure that the machines themselves are of high quality. You
might not know that prevention programs in the Department are
located in the CDC and have been consolidated in the CDC. But
having breast cancer activities in FDA and CDC does not mean
that the NIH research on breast cancer should be moved to the
FDA or the CDC.
So I need to take a look at what the GAO has said, and you need

to take a hard look when I submit both the budget and our later
reorganization plans, to see whether we are being tough-minded
enough. But you will have no problem with me about overlapping
or consolidation of appropriate programs. The last thing we need
is to trip over ourselves when we are trying to deal with what are
some of the most serious issues in this country.
Mr. Livingston. Well, I genuinely appreciate your response, and

I look forward to working with the members of the subcommittee
and with you to see to it that we can exact as much of a savings
as we can from the administrative sector so that we actually do get
the money down to the folks for which each of these programs is

intended. Because I think that is what the American people want.
So again, thank you again for your testimony. I have a number

of other questions and I would like to tender them for the record.
But I thank you for your indulgence, Mr. Chairman.
Mr. Porter. Thank you, Mr. Chairman.
Mr. Obey.

LOW INCOME HOME ENERGY ASSISTANCE PROGRAM

Mr. Obey. Thank you, Mr. Chairman.
Madam Secretary, I would like to ask a couple questions about

a program which I got the money to start a long time ago and
which has been the subject of much speculation in the papers re-

cently; namely, the low-income energy assistance program.
Last month, this committee was told that there was about $572

million of unobligated funds in that account. My information is

that there is now about $1.1 billion which has already been obli-

gated. Is that correct?

Secretary Shalala. Let's see. I have got just over a billion that
has been obligated to the States, which is the normal pattern for

the program.
Mr. Obey. Right. Would you clarify how much of the 1995 appro-

priation has already been spent or committed by the States?
Secretary Shalala. Well, I think that most of it has been spent.

What happens with this program is the States send in their bills

to be reimbursed and we hold the money. So some States may have
already obligated most of their allocation. For instance, Maine and
New Mexico have obligated most of their allocation. Your own State
of Wisconsin—our State of Wisconsin—and Michigan get most of
their allocation in the third and the fourth quarter. The expla-
nation for that is the way the States run their own finances.
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Mr. Obey. Let me get to that because we only have five minutes.
Secretary Shalala. Okay.
Mr. Obey. So you are saying that around $1.1 biUion has been

obligated by the States, that the States, in many instances, pay
those bills ahead of time relying on the good faith of the Federal
Government, and then when they get their third and fourth quar-
ter allocations they are reimbursed.
Can you tell us how much is likely to be committed by the States

prior to March 1 if we assume that is the earliest date that the re-

scission could become law?
Secretary Shalala. I am not sure that we know the answer to

that. Congressman Obey. But the important point is that the
States have probably spent the money and that they are in the
process of sending us the bills. So I certainly would not want to
take that risk. It is not an even distribution across the States.
Mr. Obey. Is it true in fact because of the peculiarity that each

State has with its budget process that some States will have al-

ready gotten all of their money and other States will still be expect-
ing a good share of it and will have already shelled out, in many
instances, the dollars on the expectation they will get that money?
For example, it is my understanding that Illinois will get 15 per-

cent of their money in the third and fourth quarters, and that Flor-
ida is expecting 49 percent of their money in the last two quarters.

Secretary Shalala. That is correct.

Mr. Obey. Texas, 50 percent. California, 36 percent. Mississippi,
10 percent. Wisconsin, 36 percent. Ohio, 11 percent, and Maryland,
15 percent.

Secretary Shalala. Exactly.
Mr. Obey. It just seems to me that indicates that we*-e we to,

after the horse is out of the bam, try to selectively rescind those
funds that the impact of that action would fall inequitably on a
number of States including a number of States represented by
Members of this subcommittee on both sides of the aisle.

Secretary Shalala. That is exactly right. And it really does have
to do with their fiscal accounting systems, with their weatheriza-
tion plans and whether they run cooling programs, as some of the
southern States do. So it would be very uneven and they would be
very upset.

Mr. Obey. Emphasizing again, of the $1.3 billion provided in this

account, roughly $1.1 billion has already been obligated?
Secretary Shalala. That is right.

Mr. Obey. And the States have already been paying the bills be-
yond that number?

Secretary Shalala. Exactly.
Mr. Obey. I thank you.
Mr. Porter. Madam Secretary, I want to also visit this same

question that Mr. Obey has raised with you. Last year, the Presi-

dent, in his 1995 budget, obviously I would assume in part at your
suggestion, suggested halving the budget, cutting in half the budg-
et for low-income energy assistance from roughly $1.4 billion to

$700 million. And of the proposed cut that exactly was at $745 mil-
lion, the Congress approved a cut of only $156 million.

Now, you have just told Mr. Obey that you believe the unobli-

gated funds are at roughly $300 million; is that correct?
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I wonder if you could provide the exact level of that to us as
quickly as possible and also for the record so that we know exactly

what has not yet been obligated?
Secretary Shalala. I would be happy to. I have the exact num-

ber with me so I would be happy to provide that.

Mr. Porter. Oh, do you have it now?
Secretary Shalala. Yes, sir.

Mr. Porter. What is it?

Secretary Shalala. $1,056,351,757.
Mr. Porter. Has been obligated?

Secretary Shalala. That is the first and second quarter obliga-

tion.

Mr. Obey. How many cents?
Mr. Porter. How much does that leave unobligated?
Secretary Shalala. Well, the third quarter is what we expect.

This is our estimated obligations; $158,031,717 for the third quar-
ter. In the fourth quarter we expect to obligate, $51,900,460.
And I can tell you by State, if you would each like to know how

much your States would be out if we didn't.

Mr. Porter. Let me ask this question before you go to that.

Given the fact that in real terms energy costs are far below what
they were in 1980 when LIHEAP was created, are you prepared to

tell us that we should not now go ahead and adopt your previous
proposal to downsize the LIHEAP program to the extent that the
1995 funds remain unobligated? In other words, has the Depart-
ment, have you changed your view?

Secretary Shalala. Well, we certainly changed our view based
on congressional discussions last year when the money was put
back in after we submitted it as part of our budget process. And
I must say, it was a bipartisan view that was discussed with us.

Both Republicans and Democrats from across this country made it

very clear that they thought that we were dead wrong in our pro-

posal. They told us that the program was critical to the needs of

the States in providing for low-income households. This helps in

providing a supplement, particularly with very tough winters and
some problems in the South with the need for cooling, particularly

among the elderly.

So essentially, the program was restored out of a conversation
with the Congress, and as I noted, with both Democratic and Re-
publican Members of Congress. The marks are still on my back
from those conversations. And I think I learned a lot about how se-

rious and how passionate not only the Congress but the States
themselves and their constituents feel about the usefulness of the
program.
Mr. Porter. So we can assume from your comments that the

President isn't going to suggest any cuts in this area?
Secretary Shalala. You can't assume that from my comments. I

am simply reflecting on the discussion last year. The President's

decisions, which are not final yet, will be presented as part of his

budget submission.
Mr. Porter. Well, Madam Secretary, you probably realize that

I have long been an opponent of forward funding of programs. Mr.
Hoyer has been a great opponent, also. We consider it a gimmick
which simply allows us to spend our future allocation in order to



20

appear to provide more funding for a given program than we really

are. And fortunately, we have largely eliminated, though not en-
tirely eliminated, this practice.

I am concerned that we not continue to advance funds to certain

accounts, including LIHEAP, the only program in HHS that is so
funded. I believe LIHEAP ought to be funded on a current basis
so it competes with other worthy programs on a level playing field.

Would there be any adverse impact on the program if the sub-
committee rescinded the 1996 advance appropriation for LIHEAP?

Secretary Shalala. Well, the adverse impact would be on the
States themselves that are obviously planning next year to have
this program in place. They are making an assumption of what the
Congress will do and what the President will recommend. And I

am certain that there are States from one end of the country to the
other that have this built in as part of their own strategy to deal
with the very real energy needs of their low-income population.

Mr. Porter. Am I correct that we have only forward funded this

account for several of the last few years?
Secretary Shalala. I think that is true.

Mr. Porter. Previously the States did not have forward funding
and they seemed to live with it pretty well. Am I correct?

Secretary Shalala. I think you would have to ask them to com-
ment on that.

COMMUNITY SCHOOLS PROGRAM

Mr. Porter. Another subject. The subcommittee appropriated
$27 million in 1995 appropriations for the Department as a result

of the crime bill. Have any of these funds been obligated to date?
Can you tell us?

Secretary SHALALA. That is the Community Schools Program, I

assume. The funding announcement for these programs will be is-

sued next month. We already have extensive letters from schools

around the country that indicate their intention of participating.

These funds come from the Violent Crime Trust Fund. And, for the
new Members of the committee, it is a community-based strategy

built around schools to develop a community strategy to curb vio-

lence and to provide positive incentives for young people in the
community. It is one of the models that has been successful in

parts of the country. And in the Crime Bill, Congress put in about
$27 million to get this program on a much more widespread basis

across the country.

Mr. Porter. It is a new program?
Secretary SHALALA. It is a new program.
Mr. Porter. Would you think that there would be a terribly neg-

ative impact if we were to rescind these appropriations since we
have to find places to save some money?

Secretary Shalala. I think that it would be terribly unfortunate
not to keep our commitment on the Crime Bill. Whether it is the
women in violence initiative or this school-based initiative, it is

part of a new commitment supported by the American people and
by this Congress to make a real effort to strengthen community
strategies in the area of violent crime. And I think that this, in

particular, is one of those places where some glue money from the

national government will get local community strategies built
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around their schools to make a real effort in relationship to their

youth.
And I think there are people around the country in communities

that feel very strongly that this is exactly the direction that we
ought to go in. It has been financed within the context of the Crime
Bill, and I think that we ought to go ahead and get it off the

ground.
Mr. Porter. Well, Madam Secretary, since you are unable to

share with us the areas where the President is going to suggest

savings, we are left to try to pose questions that might hit on those

areas.

Secretary Shalala. Right.

Mr. Porter. So far we have not posed any because you have de-

fended all the cuts that we are suggesting. Perhaps we will be able

to find some with you.
Mr. Stokes.

DOWNSIZING

Mr. Stokes. Thank you, Mr. Chairman. At the outset, so that

Mr. Obey doesn't get all the credit for you, the record ought to re-

flect the fact that you are from Cleveland.

Let me start with your formal testimony. Madam Secretary,

where you make reference to the process of downsizing, which the

Department has undertaken on its own. You tell us that since

1993, HHS has worked to decrease its size by more than 2,400 full-

time employees. You note that the only areas in which you have
added employees have been policy and evaluation. And, you tell us
further that from 1995 through 1999, you contemplate reducing
your work force by more than 4,500 additional employees.

Tell us, firstly, how does this set of reductions compare with the

reductions in other Federal agencies?
Secretary Shalala. Well, the set of reductions that I was report-

ing on in that testimony are part of the first reinventing govern-

ment effort of our first budgets. The numbers are approximately
what other cabinet-level departments were doing.

The second phase has been reported by the President for five De-
partments or programs: HUD, Energy, Treasury, GSA and 0PM.
The HHS part of that RE-GO effort has not yet been reported.

I should say that in policy and evaluation we are tsdking about
a reallocation of 12 positions, so we are not talking about a huge
addition. What you see is our first cut at reducing administrative

costs, a layer of middle and upper-level managers. This is going in

the direction of modem management and trying to reduce the over-

head of the Department. Most of that, of course, is being done by
attrition or buyouts. But it is stage one of the Clinton administra-

tion's reinventing government effort, and stage two will come later

this spring.

rescissions

Mr. Stokes. Now, in terms of rescissions, did you propose rescis-

sions last year?
Secretary Shalala. No. The answer is no. And the decision on

rescissions for the President now is not something I could report
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on because there have not been final decisions on whether he will

or he won't.

Mr. Stokes. I understand that.

Primarily, I want to know if you had proposed rescissions.

In light of the fact that your Department falls within the cat-

egory that the former Chairman, the late Bill Natcher, used to

refer to as the people's bill: education, health, human services and
labor programs, I would shudder to think what this country was
like 40 years ago—in comparison with where we are today as a re-

sult of the programs enacted over the last 40 years.

I would imagine in any type of program evaluation that you have
a very difficult task in trying to ascertain where there may be
waste, fraud, abuse, or duplication. One of my concerns would be
how will you approach it from this perspective? There have to be
certain areas in which you take great pride. In fact, we have made
great progress as a result of the kind of programs that have been
enacted by the Congress through this Committee?
For instance, you mentioned immunization rates. You mentioned

what is happening in women's health today. Those things have to

make all of us, I think, proud. Where do you feel that the greatest

progress has been made as a result of the kind of programs that

we have enacted here in the Congress.
Secretary Shalala. I think that if one looked at the progress and

the importance of this country's investment in social programs,
some of our greatest progress would be in Social Security and Med-
icare.

One would begin with the fact that we have lifted millions of el-

derly Americans out of poverty and ensured that they have the
basic necessities in terms of health care. That is a magnificent
achievement that no country on earth can celebrate the way this

country can.

In addition to that, the entire health investment, the National
Institutes of Health, is an investment of such enormous importance
for the world. We compete with no one on earth in our scientific

expertise, and its relationship to the economic health of this coun-

try is very dynamic.
The basic science investment of the government has contributed

to the fundamental economic health of our business and industries.

Businesses have spun off" and taken advantage of these invest-

ments, as well as having a very healthy work force. Our invest-

ments in basic science have led to better health for all Americans.
In addition to that, in the 1960s, the Department initiated in an-

other set of careful investments in children. Head Start has been
a successful program for 30 years, though not as successful as we
would like it to be. And as Mr. Hoyer knows, I have made a com-
mitment to Head Start, and insisted two years ago that Head Start

not stay the way it was before.

Head Start does a great deal to improve opportunities for very

young, poor children, but it needed a complete rethinking. And we
did that with a bipartisan commission a year ago which made a se-

ries of recommendations to us on the management and on the qual-

ity investment and on the targeting of the program. We are mov-
ing, for example, to work with younger children in the program.
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We are moving to strengthen the role of parents as part of the
Head Start program. We have built in far more professional man-
agement systems and business systems to manage money better.

The program is going to be responsive to working parents. Head
Start, for a long time, has been three hours a day. Many low-in-
come parents work, and need their children in longer day pro-
grams. And the program needs to fit with our goal for welfare,
which is to get parents to work.
So from the elderly, to our investments in science, to our invest-

ments in children, we have made progress. You can also look to the
fundamental role of the Centers for Disease Control to both track
diseases around the world, and to design and implement our pre-
vention programs as part of our overall national commitment to
health. The fact is that diseases don't know whether they are Re-
publicans or Democrats, or what State they are in. It requires a na-
tional effort to both track and administer programs to prevent dis-

eases. And the immunization program is the basis for that.
We started this administration with immunization rates that

were so low that in this hemisphere, only Bolivia and Haiti had
lower immunization rates for their children than the United States.
We will end this century with immunization rates that are the
highest in our history, and we will basically have all of our children
immunized. That is an unbelievable accomplishment given the fact
that we have a complex public-private health care system. To de-
liver something as simple as getting all the kids immunized sounds
like something easy. I can tell you, after two years struggling with
vaccines and vaccine strategies, it is much more complicated when
you don't have a single delivery system and you deal with a com-
plex public-private system. So our programs are fundamental.

I started my academic career thinking about what the Federal
Government ought to do, what the State government ought to do,
what the local government ought to do, what the private sector
ought to do. Much of what my Department does, the big programs,
are in fact national issues: fundamental health, investments in
science, tracking diseases. Those programs that aren't national is-

sues are going to go through the most rigorous kind of reviews. We
are going to look very hard at the range of categorical programs,
but you can be assured of our commitment both these national in-

vestments which have made such an impact, as well as to a very
rigorous review of everything we are doing.
Mr. Stokes. Thank you, Mr. Chairman.
Mr. Porter. I think we are going to charge you.
Secretary Shalala. Sorry for the long answer.
Mr. Porter. We are going to charge you on the second round.
Secretary Shalala. You should charge me.
Mr. Porter. Mr. Bonilla.
Mr. Bonilla. Thank you, Mr. Chairman, Madam Secretary. I

had to be at the Pentagon to make a bid for a base that is going
to be on the base closure list. We are hoping that will turn out fine.

Thank you for being here. It is good to see you again.
Secretary Shalala. Thank you.
Mr. Bonilla. I would like to start out by remembering Chairman

Natcher. He would always start out oftentimes with a history les-

son. So before I begin my questions, I don't know if any of my col-
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leagues are aware, you are making history today because it is the
first time since 1954 when the first Secretary, Oveta Gulp Hobby
was Secretary, then Secretary of Health & Human Services, has
ever seen this many Republicans at a subcommittee hearing and
we are reflecting on this occasion. I found out that in 1954 the Dow
was at

Mr. HOYER. Such a service.

Mr. BONILLA. The Dow was at 404 back then. Strom Thurmond
was only 52, and in honor of Secretary Shalala and my friend, Mr.
Stokes, the Cleveland Indians were champions of the American
League.

Secretary Shalala. I was going to say that. He didn't say that.

I remember that.

Mr. BONILLA. There was no such thing as the Dallas Cowboys.
Ms. Pelosl And there won't be on Sunday.
Mr. BONILLA. Touche.
Mr. Obey. Can you name the four starting pitchers in the rota-

tion?

Secretary Shalala. I can.

Mr. BONILLA. Go ahead.
Secretary Shalala. Bob Feller, Bob Lemon, Early Wynn,

and
Mr. Obey. Mike Garcia.
Secretary Shalala. Mike Garcia, right.

Mr. Bonilla. Very good.
Mr. Miller. She had help.

PACIFIC BASIN INITIATIVE

Mr. Bonilla. We begin anew today to tackle some tough issues

to make tough choices in the coming year. The first question I have
today relates to some programs that are specifically directed to-

ward the State of Hawaii. It receives earmark funds for health
care, treatment of Hansen's disease.

Can you discuss why the Pacific Basin Initiative is needed? Is

there something unique in the State of Hawaii for example, that

they should be given an earmark? Why shouldn't they compete like

everyone else in the country has to?

Secretary Shalala. I think that that is a very good question.

And it is one of several programs that is specifically targeted to

Native Americans—Native Hawaiians.
And we have a variety of different programs in different places.

We have put those programs in particular under our RE-GO re-

view, our reinventing government review. While I can't tell you
how we are going to come out now, it is on the table. That is the

kind of program targeting that we are reviewing as part of our
reinventing government process.

I am sorry I can't talk about the outcomes of our reviews. But
wherever we have multiple programs, we need to look and see

whether it makes sense for them to be categorical as opposed to

being part of a larger program so we don't have overlap.

Mr. Bonilla. It sounds, then, for starters we might have some
common ground in agreeing that those programs need to be looked

at.
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Secretary Shalala. I have a feeling we are going to have a lot

of common ground as we, together, in a bipartisan manner, review
our programs.
Mr. BONILLA. And speaking of multiple programs that could pos-

sibly be consolidated, are there any attempts at HHS to streamline
the nearly 100 separate child care programs? Let me elaborate.

An article published in The Washington Post by an American En-
terprise scholar noted Federal funding for child care services has
risen sharply, more than doubling to $8 billion in the past four
years alone. That increase has given rise to no fewer than 93 dif-

ferent Federal programs administered out of 11 agencies and 20
separate offices.

According to the GAO, one disadvantaged child could be eligible

for as many as 13 programs, but for some reason or another these
agencies cannot or will not pool their funds to serve one child.

So what is your opinion about consolidating these particular pro-

grams into a more customer-service oriented program?
Secretary Shalala. Well, first of all, the customer service piece

is extremely important to us and we already have administratively
moved to simplify access to child care, both to the block grant pro-
gram as well as to the multiple programs that we have in this

area. And we will again, as part of our discussions on welfare re-

form and as part of our submission, be reflecting our own internal
views on child care programs.
Mr. BONILLA. That is good to hear because, again, we may have,

for starters, common ground.
Secretary Shalala. I apologize. You are catching me before we

have submitted our budget. Obviously, we have gone through an
internal process on reviewing our programs and we ought to be
able to justify for you in that budget why we are doing what we
are doing.

Mr. BONILLA. Thank you. Being respectful to time limits, I yield

back.
Mr. Porter. Mr. Hoyer.
Mr. Hoyer. Thank you very much, Mr. Porter.
Madam Secretary, welcome.
Secretary SHALALA. Thank you.

IMMUNIZATION

Mr. Hoyer. Let me join my colleague, Mr. Stokes. I think all of
us, as a Nation, as Members of Congress, as people who care very
much about the health of our children, have got to be very, very
pleased about the dramatic, essentially 20 percent increase in the
number of children immunized in this country from 1992 to 1993.
We have now over 55 percent of our children.

What is our target? Assuming our target is 100 percent, obvi-

ously. But that is such a dramatic increase in such a short period
of time. What is our target?

Secretary Shalala. Congressman Hoyer, I have promised the
President that by 1996, 90 percent of the preschool children in the
United States will have completed the major recommended vaccina-
tions. In addition to meeting these targets, we also, for the first

time, did something that was very dramatic. We got the CDC and
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the pediatricians to agree on one schedule, which I consider a
major accompUshment.
We are moving towards the same thing in breast cancer rec-

ommendations—everybody is on the same page, I think, and it is

reflected in the numbers. The Governors and the States have been
doing a magnificent job.

Mr. HOYER. Well, clearly if we do the 12 percent per year you
are going to meet that target. I think that is excellent.

Secretary Shalala. I think my job is on the line. I think I made
that promise to the President.

WASTE, FRAUD AND ABUSE

Mr. HOYER. We have all got problems of that type, Madam Sec-
retary. Waste, fraud and abuse has been an item of concern, obvi-

ously, very much talked about in the 1980 election.

I was impressed with the part of your testimony in which you
say we have achieved almost 1,200 successful prosecutions, more
than 1,300 administrative sanctions, resulting in more than $8 bil-

lion in fines, penalties and savings for the American people. It

would appear that your Department is pretty vigorous in going
after waste, fraud and abuse. I don't know whether you can put
that in the context of what we did in years previous or what we
expect to do in years to come.

Secretary Shalala. We will provide that for the record.

[The information follows:]
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Secretary Shalala. There are two things that have happened in

this area. You had our Inspector General here to testify. I consider
myself part of her team, and we happen to have a terrific Inspector
General. In the process of recruiting her, I promised her that we
would not have the kind of tensions that often occur within a cabi-

net level department; that I had zero tolerance for waste, fraud and
abuse and that we were all going to get on board to do everything
we could do.

One of my great concerns and one of the reasons we have to have
discipline in the discretionary part of the budget is that her office

is, and our integrity efforts are financed out of the discretionary
part of the budget. I hope that in our Reinventing Government
process I am going to bring to this committee some innovative
ideas about how we can move even further to improve the integrity

strategies of the Department. We will look particularly at the Med-
icare and Medicaid programs, which are major responsibilities and
really need tightening up and oversight.

I am very proud of the way in which we have worked with the
Inspector General's office, and of the quality of the team that she
has put together. I am also proud of the work that has been done
by my colleague, Bruce Vladeck, in the HCFA office as part of this

overall team effort.

Mr. HOYER. Madam Secretary, I would urge you to reiterate the
phrase you just used as often as possible: zero tolerance for waste,
fraud and abuse. Clearly, one of the things that the American pub-
lic acted upon in 1994 was its anger and its frustration that gov-
ernment did not appear to be working as well, efficiently, as cost

effectively as they wanted to.
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The fact of the matter is that you and others who are responsible
for large amounts of money, taxpayers dollars, need to make clear

to them that we are concerned about wasting money. We are con-
cerned about effectively spending their money to affect changes for

the better in our society, i.e., the 12 percent one-year increase in

the immunization of our children.

Secretary Shalala. I should also note we had a very good team
effort with the U.S. attorneys around the country and with the At-
torney General.

LINE-ITEM VETO

Mr. HoYER. I don't know what time it is. Let me just take two
more quick questions.

Line-item veto. We passed an enhanced rescission last year
which I supported, which Mr. Stenholm and others supported,
which I thought was preferable because it did not through the line-

item veto simply give one-third of one House the opportunity to

veto specific items of legislation.

When you use that term in your presentation, do you have in

mind a particular parameter? It is obviously a part of the Contract
With America that we hear much about.

Secretary Shalala. The President believes that he ought to have
a line-item veto. Most of us, many of us who have worked with
State governments have experience with line-item veto. We have a
very powerful one in Wisconsin, in which the Governor actually can
rewrite the legislation to take the "not" out and reverse the legisla-

tion. That is a little stronger than I think we probably want to pass
on to the executive here. But we do favor a line-item veto. Pardon?
Mr. Obey. That is why we call him emperor.
Secretary Shalala. But we do support as an administration a

line-item veto for the President.
Mr. Porter. Mr. Hoyer?

EARLY CHILDHOOD FAMILY CENTERS

Mr. HoYER. I will leave it at that. Lastly, if I can close on this,

Mr. Obey raises a point, which you know I am very concerned
about as well, the multiplicity of programs which are designed for

very similar purposes which confuse and impede, in many respects,

the local people who are expected to deliver the service.

I call your attention to page 160 of the report really dealing with
rectitude, the Department of Education, but affecting your depart-
ment as well. The committee directs—and I think Mr. Bonilla will

remember this language—the Secretaries of Education, Labor, and
Health and Human Services and other relevant agencies to convene
a working group to review and evaluate the concept of developing
and implementing a Federal initiative creating comprehensive
early childhood family centers. This would look to many of the pro-

grams, Henry, that you mentioned here. They could be coordinated,
Mr. Chairman, through such an interdepartmental effort. School-
based siting should be a specific focus, that will allow preschool
and school-aged students and their families easy access to a broad
range of co-located education, health and social services.

A^gain, Mr. Bonilla was referring to some specific child services,

which may well be covered by this, I would think. The committee
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has provided a half a million for planning, research, and evaluation
to get this project under way, and directs the Secretary of Edu-
cation, as the lead agency, to report its findings to all relevant com-
mittees by February 28, 1995. Now, that is approximately 45 days
from now. You and I had talked about this.

Secretary Shalala. Right.
Mr. HOYER. I would hope that you and Secretary Reilly and Sec-

retary Reich would focus on that. Our Republican colleagues are
going to be very focused on how programs work, which I think is

an appropriate focus that we all share. I, of course, am very fo-

cused on making sure that we give sufficient services to our young
people in this country so that they can succeed and have an oppor-
tunity in society in which to succeed and contribute; but I want to

make sure that we coordinate those monies and spend them as effi-

ciently as possible.

Secretary Shalala. I agree with that. And we do expect a report
by the end of next month. Let me also say that there are a variety
of different things we have been able to do in the Department. If

you walk into a community health center anywhere in this country,
they will tell you they only have to submit a single application for

the eight major categorical programs.
Where we couldn't consolidate programs, what we have done is

simplified the application process so that community health centers
don't have to make separate applications on a separate time frame.
There is a lot of that kind of management improvement going on
in the Department that I don't have time to review. But at every
level of the Department, you will see the firm hand of new ideas
in management being reflected.

Mr. HOYER. Thank you, Mr. Chairman.
Mr. Porter. Mr. Istook.

Mr. Istook. Thank you, Mr. Chairman. Ms. Shalala, happy to

have you here. I know that so much of what drives your efforts

with the human services is the desire, of course, to help children
that are in poverty, whether it be poverty of the purse, poverty of
the mind or poverty of the spirit. And this morning when persons
from your Department were here, they shared with us a chart and
it is family structure and persistent poverty. I am struck by the
fact that as these figures show, if a child is in a two-parent family,

the odds are 80 percent, 8-1, that they will never be in poverty.
But if they are in a single-parent family, the odds are 60 percent,
6-1, that they will have at least 7 to 10 years of their lives lived

in poverty.
And as I calculate that, that shows that if you are in a two-par-

ent family, your chances are eight times better, 800 percent better

of not being a child in poverty. I don't know of any indicator that
is any stronger than this to show the value of a two-parent family,

of keeping a marriage together for the benefit of the children. And
yet you and I both know about the difficulties in this country with
children without both parents at home.
We know about the divorce rates. Since 1970, I believe it is 49

of the 50 States have adopted no-fault divorce laws that say even
if you have a minor child, there is no impediment whatsoever in

the law to a divorce. If you want one, you got it. And it doesn't

matter what the consequences are to your children.
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Realizing that this is such a strong indicator to help children
avoid poverty, isn't it time that we truly promoted in Federal policy

that people should get married and stay married? And yet there is

nothing in any Federal program. We have ones that say if you don't

have a helmet laws, you lose certain Federal funding, if you don't

have speed limits we like, you lose certain Federal funding. But yet
no matter what the status of the divorce laws in a particular State
that encourage, in some cases, the breakup of families or at least

don't discourage it anymore, as former divorce laws did, we don't
have any Federal policy there.

Do you believe that it is time that Federal programs actually pro-
mote getting married and staying married for the benefit of the
children?

Secretary Shalala. Let me answer that in a slightly different

way. What we are trying to do is to think through what is an ap-
propriate role for government, whether it is the Federal Grovern-
ment or otherwise. And I am not sure I

Mr. ISTOOK. I am sure you would agree divorce laws is an appro-
priate role for government.

Secretary Shalala. State government. Divorce laws have been
by tradition in this country a matter of State law. What you are
suggesting is that it now become a matter of Federal law. And I

would argue
Mr. ISTOOK. I am making the point, of course, it has tremendous

impact on billions and billions of dollars every year in Federal
funding.

Secretary Shalala. Yes. Let me suggest, though, that what these
numbers indicate is not necessarily divorce laws, but large num-
bers of American children being born to individuals who are not
married, who do not end up getting married. The President is try-

ing in his welfare bill to do everything we possibly can to discour-
age people from having children outside of the context of marriage
and a long-term relationship. And, in particular, we need to dis-

courage teenagers, children themselves, from having children. It is

appropriate for the government to look through its programs and
to make certain that we are not designing programs that encourage
in any way, or send any kind of signal, to young people in this
country that we believe that it is appropriate for them to have chil-

dren when they are not ready to support those children. I am not
talking about just women.
Mr. ISTOOK. Do you agree?
Secretary SHALALA. I am also talking about men. Realizing the

welfare debate
Mr. ISTOOK. I take it, then, you are an opponent of trying to

tighten the divorce laws in this country where minor children are
involved. Because your answer has skirted trying to say anything
otherwise.

Secretary Shalala. Let me say that you are asking me about a
set of laws that have been by tradition part of State law, not part
of the Federal Government's law.
Mr. ISTOOK. So you would like to

Secretary Shalala. I do not accept
Mr. ISTOOK. You would like to give the responsibility to the

State?
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Secretary Shalala. I believe both parents ought to be respon-
sible for bringing up their children, whether or not both of them
are custodial parents. And I believe that the issue of divorce laws
is very much a State matter, and I don't think that it is the best
thing for children necessarily

Mr. ISTOOK. Let me ask this rather than having long answers
where we don't get that much. Would you say, then, you are a be-

liever in States' rights when it comes to things that affect the
health and welfare of children; that rather than saying that we
need to be sitting in this room talking about how Federal policy

can be involved in this, now you are telling me you are an advocate
of States' rights? And you would then, I expect, support the initia-

tives that are trying to return more authority to the States for the
benefit of families and children.

Secretary Shalala. Let me say that this administration contin-

ues to be supportive of a partnership between the States and the
national government. And even the discussions that are going on
now on welfare reform talk about the role of the national govern-
ment in providing the resources. We do favor a more decentralized
relationship, with more administrative responsibility and policy re-

sponsibility in the hands of the Governors.
Our own recommendation for welfare reform, which has at its

center getting parents to work, has strong requirements on a young
person who has had a child and who applies for welfare: stay at
home, to finish school, to take parenting courses. We insist that
child support enforcement is part of the overall effort. So we are
consistent in that position.

All I am saying on the legal question of divorce, is that it has
been by tradition a State matter, and I simply think it is inappro-
priate for me to comment on it as a Federal matter as opposed to

a State matter.
Mr. ISTOOK. So you don't think that the Federal Government

should have any policies which encourage States to have divorce

laws which encourage parents with children to stay together.

Secretary Shalala. I do not believe that the Federal Government
should get involved in the divorce laws of the States.

Mr. ISTOOK. You don't even want to encourage the States.

Secretary Shalala. I do believe that the Federal Government
has a responsibility when it develops its own programs, whether
they are tax programs, welfare programs, or health programs, not

to discriminate against marriages and to make certain that we not

do things that discourage people from creating and staying in a
marriage. Whether it is tax policy or whether it is welfare policy,

as part of our overall policy both parents ought to be helped.

Mr. ISTOOK. I just see a blind spot with many people who want
to be concerned with families and children, parents in this country,

and yet when it comes to the matter of divorce, their attitude is

"never mind the kids." If somebody wants a divorce, there should
be no interest, no matter how much expense that casts back upon
the rest of society, to step in and have responsibility to fill the

needs of those children. I just think there is a tremendous blind

spot that I am trying to help correct.

Secretary Shalala. And I understand that. You and I disagree

fundamentally on the changes in divorce laws, which I think intro-
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duced fairness to both parties, and caring to the children, into the
decisions that were made.
Mr. ISTOOK. You are a proponent of no-fault divorce.

Secretary Shalala. Those States made those decisions. I feel the
States are the appropriate place for those decisions to be made. I

feel very strongly the government should not do things that encour-

ages discrimination against families, or that encourages in any way
the bearing of children outside of the context of a marriage and a
long-term relationship. We have to be extremely careful as we re-

view these appropriately Federal programs that we not encourage
that.

Mr. ISTOOK. I know my time has expired. I would just make the
final point, Mr. Chairman. I don't think people can have it both
ways and say that they are concerned about the children of this

country and yet say that they have the attitude that it doesn't mat-
ter what the parents do and that there is—^there is no interest of

the government. State or national, in trying to keep those mar-
riages together.

Thank you, Mr. Chairman.
Secretary Shalala. Congressman, that is not what I said.

Mr. ISTOOK. I think that is what you said.

Mr. Porter. The Chair will advise the Members of the sub-
committee that because Mr. Hoyer took 10 minutes, I allowed 10
minutes longer to Mr. Istook, We do not have enough time to con-

tinue this practice. We will have to go back to the five-minute rule

and strictly enforce it in order to finish by 4:00, and I will remind
the Members of the subcommittee we have additional witnesses in

the hours between 4:00 and 5:00.

Ms. Pelosi.

Ms. Pelosl Thank you very much, Mr. Chairman. I will try to

stay as close to the five minutes as possible. I thought I heard Mr.
Istook say that the party that wanted to get the role of Federal
Government reduced now wants the Federal Grovernment involved
in divorce law. Is that—did I hear that correctly?

Mr. Istook. No. I think you heard that the Federal Gk)vernment,
I believe, should have a policy of trying to encourage families to

stay together. What form that perhaps should take, I did not try

to enunciate here. But I am sure you would agree with me that we
ought to have a policy that families need to stay together, that chil-

dren need families to stay together.

Ms. Pelosl I agree with that.

Mr. Porter. The Chair would ask that the questions be directed

to the witness.

Ms. Pelosl Thank you very much, Mr. Chairman. First, I would
like to say that I was very pleased to hear the Chairman of the
committee, Mr. Livingston, address the issue of breast cancer ear-

lier in the proceedings, because that, indeed, has been a very im-
portant issue to the subcommittee and I want to commend the Sec-
retary on the implementation of the national action plan on breast
cancer and the increase in funding for breast cancer research and
detection and progress on mammography technology, et cetera.

I want to thank you for your testimony today and for your hard
work in all of the areas you reported on. I ask the Secretary and
when we talk about AIDS or heart disease, as we did this morning
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in session, that whether it is AIDS, heart disease, breast cancer,
where there is urgency and there is opportunity, scientific oppor-
tunity, we have a moral responsibility to do as much as the sci-

entific judgment, the professional judgment recommends. Would
you not agree. Madam Secretary?

Secretary Shalala. I absolutely agree. And obviously our invest-

ments reflect as much as we possibly can the judgment of the sci-

entific community as to where those investments will have impor-
tant results.

WELFARE PROGRAMS

Ms. Pelosi. Thank you. Madam Secretary. I have a question that
I asked this morning and I wanted to get your opinion on, as well.

The Republican Contract With America, talks about making cer-

tain income support like AFDC or SSI, instead of being an entitle-

ment, be annually appropriated discretionary spending.
In light of the budget caps that we operate under, do you see any

problem with that approach? This same contract increases defense
spending. We have the trust fund for the crime bill. So, in my view,

there isn't a whole lot of room to include welfare programs under
discretionary spending. Could you comment on any problem you
would see if we were to go that route?

Secretary Shalala. Well, if we put those very important pro-

grams under the caps, obviously a certain amount of money would
be allocated. If more people who were eligible came in on the SSI
program, for example, which deals with the disabled and with very
poor elderly, and that caused the Treasury to run out of money,
then there would be people out there who didn't get their checks
that month. A blind person, Mr. Miller in Florida just wouldn't get

his check.
Under the current arrangements, we determine the eligibility cri-

teria and if you are eligible, you get onto the program. For the wide
range of programs like these, for example, the AFDC and the Food
Stamp Program, the people who would be cut off are people who,
for the most part, spend their lives working.
Let me explain how the current structure works. If there is an

economic downturn in a State, if there is a recession (which often

occurs in a State as opposed to across the country) the programs
automatically kick in. I have sat, Mr. Bonilla, in a food stamp office

in Texas when people, laid-off workers, have come in ashamed and
embarrassed to ask for help, but it is necessary to feed their fami-

lies and only for a short period of time.

The programs now work as an economic stabilizing force. They
soften the impact of a recession, and invest in a State to support
workers who are eventually going to get back to work, but who
need some interim resources. And they operate on an automatic
basis. So if we went, Congresswoman Pelosi, to a different format,

that would not be possible. Recessions would be deeper and wider.

And precisely the kinds of people that we have designed these pro-

grams originally for—people that are going to use them tempo-
rarily—would not be able to participate in the program.
This would hurt precisely the kind of people that we ought to be

supportive of. People who work very hard, who often are low-in-

come workers, would not be able to take advantage of the programs
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for short periods of time while they are looking for another job. And
for the States themselves, those States, in a recession, would have
to raise their taxes, which would be impossible for many. So these

programs were designed not only to help low-income people, but to

help the States when they have an economic downturn.
And I think we have to be extremely careful to think about the

multiple purposes, the national economic policy that has been part

of the design for these programs, particularly the Southern States

that have been the beneficiaries when there is an economic down-
turn. Changing our policies would be quite devastating and the

States would be quite unable to make up the difference. And their

businesses would be in even more trouble if there wasn't this in--

terim, very short-term kind of help, which is an appropriate eco-

nomic role, I would suggest, for the Federal Government.
Ms. Pelosi. Thank you. Madam Secretary. I would love to pur-

sue this, but my time, I am sure, has expired. Thank you, Mr.
Chairman.
Mr. Porter. Mr. Miller.

PROGRAM ELIMINATIONS

Mr. Miller. Madam Secretary, yesterday we were talking to peo-

ple in the Department of Education and they suggested eliminating

33 programs. Thirteen were eliminated, but Congress added 17. Do
you know offhand what your request was as far as what programs
you wanted eliminated and what Congress added and subtracted?

Secretary Shalala. We didn't add very much. I think we had
about a 3 percent increase, other than consolidations.

Mr. Miller. What about the programs? We have so many job

training programs and so many children programs.
Secretary Shalala. We had no programs added by Congress.
Mr. Miller. Did you ask for any eliminations last year?
Secretary Shalala. I think we asked for some consolidations, a

number of consolidations in our programs. We had nothing added
last year.

Mr. Miller. Are you approaching it any differently this year
with a more fiscally conservative Congress that is obviously going
to be interested in working towards a more fiscally responsible

budget?
Secretary Shalala. I think we tried to be tough-minded and fis-

cally responsible last year, and I think that you will see our grow-
ing maturity as we move through the Reinventing Government
process. We took our first cuts in our first two years, and you will

see even stronger recommendations over the next year.

Mr. Miller. Did you move toward eliminating 4,500 more posi-

tions? Are you trying to do the same amount of work with fewer
people, or are you trying to do a different set—deciding what you
really need to do? I mean, because that is one of the questions I

am going to have to go through the whole process—through the
whole process, does the Federal Government have to do this job?

Secretary Shalala. Right.

Mr. Miller. And if it does, how do we do it?

Secretary Shalala. Right. Those are exactly the kinds of ques-

tions we are asking. And I think when Shirley Chater was here at

some point to discuss the new processes, she pointed out that we
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are putting in place new systems for Social Security Disability, we
are removing steps.

We are looking at the entire process and whether we need to do
every single review at different levels. In our attempt to remove
layers of administration, we are asking how much oversight do we
need? How many people need to look at this piece of paper? How
can we streamline the process? How many forms do we need if

these programs are necessary?
Mr. Miller. You are not eliminating programs.
Secretary Shalala. We are looking at eliminating
Mr. Miller. Last year you didn't look at eliminating them.
Secretary Shalala. We have always been looking at eliminating,

streamlining and consolidating programs. There is a process that
we need to go through, and it does take time.

Mr. Miller. Can you name a program you tried to eliminate,
that you asked to be eliminated?

Secretary Shalala. We recommended some consolidations last

year in the Public Health Service to pull some programs together
under one umbrella, and I can give those to you. They had to do
with public health professions and mental health and substance
abuse services. We had a number of consolidations. But this is part
of an ongoing process, and we will have other recommendations in
the months ahead.
Mr. Miller. You are bound together with all the programs.

There are 250 grant programs. There are bound to be some elimi-
nations.

Secretary Shalala. I am concerned about programs like Social
Security, where you really have big numbers, as well as programs
like Medicare. For example, part of our process in Medicare and
Medicaid has been to move to managed care, as opposed to staying
with fee for service, giving people far more choice. And you will see
remarkable numbers this year in moving to managed care.

Mr. Miller. The New York Times yesterday was raising the
question by going to managed care, it is costing us more, according
to The New York Times.

Secretary Shalala. Our accounts are at 95 percent of what our
actual
Mr. Miller. You are getting healthy ones in Medicare-managed

programs and the sicker ones stay in fee-for-service and so that is

the reason it is so profitable. We are learning that process. We are
moving in that direction.

Secretary Shalala. Congressman, some of this is choice. One of
the things I think everybody here has said is that we need to give
people choice. Some people want to stay in fee-for-service and other
people want to take advantage of managed care.

[The information follows:]

Consequently, a different and sometimes healthier mix of individuals gravitate to-

ward managed care plans. We attempt to adjust our payments to account for this,

but it is difficult to capture all of the differences between those who chose to enroll
in managed care and those who choose to stay in fee-for-service. Some of the atti-

tudes toward managed care are regional.

Secretary Shalala. Congressman Obey and I come from a State
that is heavily into managed care. The community I came from,
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Madison, Wisconsin, is 93 percent in managed care. Florida has a
large number of people who like

Mr. Miller. My area is not right now.
Secretary Shalala. Fee for service. Some of the attitudes are

generational. You talk to older Americans and they are not as in-

terested in managed care as the younger generation coming along.

We are doing everything we can in these programs to make sure

they are organized to encourage people to look at managed care so

they have some case management. And one of our concerns about

cost, particularly for the elderly, is to have case management and
referral by one individual doctor. I have been in Florida. There are

signs up directing people to different doctors for each different part

of their body. And that is where your costs are, as opposed to a
more case-management approach.
Mr. Miller. I think my time is done. I hope the budget proposal

looks at more eliminations than you have looked at in the past, I

guess, and consolidation, because we are anxious to look at that.

Secretary Shalala. You will see consolidations in two places: the

budget process, as well as in the Reinventing Government piece

that will come a month later.

Mr. Porter. Mrs. Lowey.

PROGRAM COORDINATION

Mrs. Lowey. Thank you, Mr. Chairman. And as a New Yorker,

I want to claim you, too, as the former president of Hunter College.

And I just want to thank you for your continuing work on Al Gore's

Reinventing Government Program because I think what we all

want to do here is to focus on investing wisely on the programs
that are really affecting people's lives. And what we want to do is

demand accountability, which you are doing, and coordinate pro-

grams so that they work better and continue to work together to

reduce the deficit. And I think all of us on both sides are trying

to work towards that goal. But we want to be sure that in doing

this we keep our agenda in mind.
Our job as government officials is to serve people. That is what

government is all about. And to make sure that people get the as-

sistance they need and the hand up, not necessarily a handout.
Now, as one good example of where coordination and an agency

really works, in my judgment, to save dollars is the Office on Wom-
en's Health. The office coordinates the Breast Cancer Action Plan,

to coordinate government research, to coordinate private research,

and new breast cancer research.

You mentioned you are one who has been advocating advances
in breast cancer. It is exciting to see we are beginning to have an
impact. Can you tell us how it will save dollars, make us more effi-

cient and help us move more rapidly toward our goal?

Secretary Shalala. Thank you, Congresswoman. In women's
health, one of the things that we have attempted to do is to make
sure all the parts of a strategy on something like breast cancer are

pulled together. It does us no good to have research on this piece,

to have the FDA working on the mammography machines piece, to

have the prevention pieces out of sync with the others. We have
tried to use the Office of Women's Health to get each part of the

Department that is responsible for a different aspect of improving
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information, detection, and treatment of breast cancer coordinated,
so that all the pieces are going to be done.
And the reason that we will start to move down the mortality

from breast cancer is because there really is beginning to be coordi-

nation. We have improved the quality of the mammography, but
also the training of the people that run the machines, and the fol-

low-up on the referrals.

I can tell you story after story about the new referral systems in

a State like Michigan, for example, where there are two notifica-

tions. One notification goes to the doctor, and the other to the
State. Then the State follows up to make sure the doctor has noti-

fied the woman. Where somebody has fallen between the cracks,
maybe the doctor's secretary filed the report wrong, it is being
caught in the follow-up. And so putting all these pieces together is

what is going to make a difference. It is not enough simply to make
sure that we have invested in different pieces.

Success comes from getting the community together so there is

some coordination and some impact, multiple impacts. We don't
have enough money at the national level to run ads in every com-
munity. But with the combination of commitments from the com-
munities themselves, and with their own organizing, we are able
to make a difference.

The same thing is happening in AIDS. The AIDS progress has
been tremendous because the Federal Government got out of the
business of telling those communities exactly what they needed to

do for their strategies. We said to them, you organize your strate-

gies with community leaders, make sure you have good representa-
tion, and then come back to us and we will fund those action plans,
those strategies. That is what is going to get the prevention mes-
sage out. It is communities' commitments. It is commitments by
parents, by religious leaders, by civic leaders, by the major institu-

tions like the schools themselves. Every organization in the com-
munity can make a difference on AIDS, on breast cancer, and, I

would argue, also on issues like violence and teenage pregnancy.
These are not the kinds of things you can deal with from a top
down.
Mrs. LOWEY. CJood segue. In fact, perhaps I won't ask a question.

I will just comment that we are all advocates of prevention which
is really the way to save money. And the CDC's prevention efforts,

particularly with HIV prevention, breast and cervical cancer
screening, chronic and environmental disease programs, has been
an example of coordination, working in partnership with providers,

not dictating, but bringing them in so we can accomplish our goals.

If you have a comment on that, the success of that program it

would be helpful.

Secretary Shalala. Our prevention strategies now are
leveraging, using national government money as the glue to pull

people together and to leverage other kinds of contributions from
the community, but community-run, community-dictated. And
these are the kinds of efforts that are going to make a difference

in our communities.
Mrs. LowEY. Is that the end of my time? Okay. Thank you.
Secretary Shalala. You are welcome.
Mr. Porter. Mr. Dickey.
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SSI BENEFITS FOR CHILDREN

Mr. DiCKEY. Secretary Shalala, I have a problem particularly

bothersome to us in Arkansas. It has to do with SSI benefits for

kids who are disruptive in school. Have you studied this and is

there any way to save money in this area of the Social Security
Program?

Secretary Shalala. The issue of children and the SSI program
has been a concern to the Department. There have been all sorts

of allegations, and the Inspector General's office has reported to

Congress and has followed up on each of these allegations.

In the legislation to create an independent Social Security Agen-
cy, the Congress asked me to appoint a commission to review the
SSI program in relationship to children. I have appointed that com-
mission. It will be chaired by former Congressman Jim Slattery,

and will report back to Congress at the end of November on what
it has found.

In addition to that, the President has asked for a review of the
SSI program. This is an internal review, which involves 0MB and
the Domestic Policy Council and the Department and Education.
Mr. Dickey. Would a voucher system help this situation, where

we would provide vouchers instead of money?
Secretary Shalala. I think we need to talk it through. Certainly,

everybody is going to look at the possibilities. Vouchers are one op-
tion. Let me simply say that the issue is: Is sending a payment to

the parents of a child that is judged under the law to be disabled

—

a check, a cash pajrment—is that the best way to help the child and
the family? Some have suggested that we should provide services
for the child directly, not give the family the authority to decide
how to spend the money.
This gets into a very tricky issue of whether the government

should dictate the best way to help that child, and the question of
our appropriate accountability. And I would simply say to you that
I would very much like to see the results of the commission, which
is going to look specifically at this issue, and at the options and the
results of our own internal review. It is a fair question, though
and
Mr. Dickey. Would you say it is a fair solution to provide vouch-

ers instead of money?
Secretary Shalala. No. It is a fair question, to ask whether

vouchers are a viable alternative.

Mr. Dickey. What are some other alternatives?
Secretary Shalala. Many people have suggested that we not pro-

vide cash payments at all, and simply expand our range of special
education services for disabled children. We could expand the pro-
grams that are available to disabled children—we have health pro-
grams, but also teaching, vocational programs, and education pro-
grams of all sizes.

The Congress, in its wisdom, decided that the way to deal with
the issue was to do it through the Social Security Disability Pro-
gram. We treat adults that way, too. It is not just children. We give
a cash payment to adults as well.

Mr. Dickey. I appreciate your answers. Has there been any con-
sideration given to not having teachers decide whether or not the
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student is disruptive because of a disability? Or are you familiar
with that practice?

Secretary Shalala. Well, the issue of whether a child is disabled
goes through a more extensive process than simply a teacher. A
teacher can't write a letter to the SSI program and say this child

is disabled and make that child eligible for disability. There is a
whole process of certification to get a child in, and there is a stand-
ard definition of disability.

The disruption issue that you are referring to is a school issue,

and is determined by the school board and by the local community.
The issue of identifying a child as disabled for the purposes of par-
ticipation in a Federal program goes through a defined legal proc-
ess.

Mr. Dickey. Well, but what I am hearing out there is that the
disruption is part of the process and the teacher has to decide
whether or not a student is disruptive. At that point, there is an
intimidation factor from the parents or from a neighborhood.

Secretary Shalala. Yeah.
Mr. Dickey. And it is getting to where the problem wouldn't

exist if there wasn't money involved.

Secretary Shalala. Mr.
Mr. Dickey. In these circumstances it wouldn't exist unless

money was an object.

Secretary Shalala. I think, Mr. Dickey, you may be talking
about something that isn't actually under my jurisdiction, but
under the Education Department special education. And I would be
happy to talk to you about that afterwards.
Mr. Dickey. I'm talking about SSI disability payments. It is $465

a month program. Money is given to the parents, and sometimes
they are able to accumulate it. This happens because of a 1990 su-

preme court decision.

Secretary Shalala. You are talking about the Zebley decision.

Mr. Dickey. That is right. Is that in your jurisdiction?

Secretary Shalala. Yes. The Social Security Program is in my
jurisdiction. I think, though, we are mixing the role of the school
and the issue of disruption with the eligibility for the SSI program.
Mr. Dickey. That is the evil. I agree.

Secretary Shalala. What I would like to do is sort it out with
you, and find out who is responsible for what, and talk it through.
But we do have a review of the SSI disability program for children,

which I outlined in my response to your first question. But I am
happy to sit down and work it through with you.
Mr. Dickey. Thank you.
Secretary Shalala. I think we are talking about two different is-

sues, and that they end up being joined is the point you are mak-
ing to me. It is a very tough question.
Mr. Porter. Mr. Riggs.

Mr. Riggs. Thank you, Mr. Chairman. Thank you, Madam Sec-
retary.

Secretary Shalala. Thank you.
Mr. Riggs. Since we are being regionally chauvinistic, I want to

say I couldn't get out because I came out from California. I am sure
the gentleman from Texas will agree that the only way the Cow-
boys could beat the 49ers is if Candlestick Park is under water.
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Mr. BONILLA. I object to that. There is always next week, Frank.
Ms. Pelosi. I commend your bipartisan cooperation.

Mr. RiGGS. Madam Secretary, let me first of all state very quick-

ly some concerns that frequently crop up with constituents in town
meetings and the like with respect to the SSI program, specifically

alcoholics and drug addicts and in the area of food stamp fraud.

And I am wondering if you could, at your convenience, give me
some background information on what your department is doing to

address these problem areas and provide better enforcement.
Secretary Shalala. Could I say for the SSI I would be happy to

provide that information. The Food Stamp Program is under the
Department of Agriculture, and I can arrange for you to get those
answers.

DEFICIT REDUCTION

Mr. RiGGS. I will follow that up in subcommittee. Thank you for

reminding me. You have mentioned we have worked to enact,

speaking on behalf of the administration, the largest administra-
tion bill in history, a tough program designed to reduce protected
deficits by $500 billion over five years. How much has your Depart-
ment actually contributed or will it contribute to achieving that
deficit reduction target over five years?

Secretary Shalala. The Medicare and Medicaid programs are
the toughest, and most expensive, and fastest-growing of the do-
mestic programs. You will see reductions in the baseline reflected

in the deficit reduction figures. And that is where we will make our
major contribution.

In addition, as part of the RE-GO report that we will make,
there will be contributions, and you will see some consolidations as
part of our budget process. But the major contribution of the De-
partment must be in the management of the most expensive and
the fastest-growing programs, moving Medicare to more of a man-
aged-care program. Moving Medicaid to more of a managed-care
program will in the long run help us to better manage costs, I

think you will see, as the numbers are reflected over the course of
this year, that we have done a very good job.

Mr. RiGGS. Can you give me a specific dollar figure?
Secretary Shalala. No, I can't reveal it until the President's

budget comes out.

Mr. RiGGS. I would be interested in receiving that information if

I might. I want to make sure, though, I understand. Is your De-
partment's budget increasing, decreasing or, remaining the same
level?

Secretary Shalala. Last year, it grew by about 3 percent, which
is less than the rate of inflation. So it is not growing very much.
The growth in our Department on the entitlement side is related
to the Medicare and Medicaid programs. These are growing be-
cause of the expansion of participation and because of the growth
of health care costs. That is what we are trying to manage down.
The difficulty, of course, is every time we squeeze down on those

public programs, we cost shift to the private sector. That is why the
larger discussion of health care reform has been very relevant here.
Mr. RiGGS. Yes, indeed.
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Secretary Shalala. But you will see our cost management re-

flected in our numbers, which is what I am suggesting.
Mr. RiGGS. Let me ask you specifically. I know we are not look-

ing to make blanket, across-the-board spending cuts, but we are
looking to make specific programmatic cuts. This has more to do
with methodology or process. If we gave you a specific spending re-

duction goal, would you be willing to come back and propose to this

subcommittee and the full committee specific spending cuts to re-

scissions to achieve that spending reduction goal?
Secretary Shalala. We have always worked with the committee

to develop a priority list as we are working through the budget
process. So the answer is, that is exactly what goes on as part of
the overall budget process. There is back and forth—and, obviously,
we are going to come in here with a budget that we think is taut
and tight, and defend what the President is recommending. And
then after that, in our hearings, we work with all of you to work
through whatever the caps are and their implications. That is part
of the OMB and HHS process that will go on.

Mr. RiGGS. I understand. One final question.
Secretary Shalala. I think the answer is yes.

Mr. RiGGS. Let it be noted for the record.

One of our later witnesses is going to testify that one specific

area where we could, in fact, consolidate and streamline is in the
area of job training. He will point out in his testimony that you ad-
minister 14 of the 163 Federally funded employment training pro-
grams at a cost of $1.9 billion.

My fellow colleague from California, Mr. McKeon, the Chairman
of the authorizing subcommittee, intends to, within the next few
days, introduce a placeholder bill that would pave the way for con-

solidation, again streamlining efforts in the area of Federal job
training, and I am wondering if we can get your commitment to

work with us on that legislation and who specifically on your staff

we could work with in that vein.

Secretary Shalala. I haven't seen the GAO report, so I don't

know what they are recommending. But we have always been will-

ing to work with the committee. I am not sure specifically what job
training programs they are referring to.

Mr. RiGGS. The JOBS program.
Secretary Shalala. That is the part of the welfare bill that the

States administer to get people into jobs. We would be happy to

work with the committee. We don't run the government's major
jobs programs, but I am happy to look at the GAO report and see

what they recommend. And, of course, we will work together with
you. The Assistant Secretary for Management and Budget is usu-
ally the person who works with the committee on these issues.

Mr. RiGGS. Thank you.
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Mr. Porter. Madam Secretary, we very much appreciate your
coming to testify before us today. We feel very privileged that we
have before us one of the most able and knowledgeable and effec-

tive members of the president's Cabinet, and we look forward to

you coming back again when we have the 1996 budget. Thank you
very much.

Secretary Shalala. Thank you very much, Mr. Chairman.
[The following questions were submitted to be answered for the

record:]



42

Chairman Livingston: Testimony submitted by
the Heritage Foundation outlines how this
Subcommittee appropriated $13 3 million for the
National Institute for Occupational Safety and
Health (NIOSH) in the Department of Health and Human
Services in FY 1995. The Institute conducts
research, develops standards, and provides training
in occupational safety.

The Subcommittee also appropriated $312 million
for the Occupational Safety and Health
Administration (OSHA) in the Department of Labor to
enforce the Occupational Safety and Health Act of
1970.

Heritage explains that these two agencies work
on the same issue. Why can't we consolidate them
and save the taxpayers some of their money?

Secretary Shalala: Although OSHA and NIOSH
work together, their roles are very different.
Congress recognized this in the Occupational Safety
and Health Act by placing them into separate
Departments. NIOSH is the only Federal agency
responsible for conducting occupational safety and
health research, developing scientifically based
recommendations, and conducting education programs
to alleviate the shortage of safety and health
professionals

.

In contrast, OSHA is a regulatory agency
responsible for setting and enforcing occupational
safety and health standards. Although OSHA
standards reflect scientifically based
recommendations, they are also affected by questions
of economic feasibility. If NIOSH were combined
with OSHA, research would be driven by a regulatory
agenda to the neglect of long-term needs and
emerging problems. In my view, this would
jeopardize the health and safety of working men and
women

.

Chairman Livingston: We're spending almost
$400 million this year on the Community Services
Block Grant program. This is basically the remnants
of the old OEO (Office of Economic Opportunity) from
the War on Poverty in the Sixties. The money goes
basically to community action agencies for their
basic operating support. After all these years.
Madam Secretary, why shouldn't these local agencies
be able to sustain themselves with local funding,
rather than continuing to rely on the Federal
government? Is this program high on your list of
priorities. Madam Secretary?
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Secretary Shalala: We've been clear about our
priorities in the past, and when our FY 1996 budget
comes out in February we'll be able to say more
about those priorities. The Community Services Block
Grant program issues grants to States, territories,
and Indian tribes to fund activities that serve the
poor and underserved through a vast network of
Community Action Agencies. Services provided with
these funds include employment, education, housing
assistance, nutrition, health, and anti-drug
efforts. We view Community Action Agencies as
valuable partners, both in the delivery of social
services tailored to fit individual community and in
the effort to mobilize resources from other sources.
Further, block grant funding is consistent with
Congress' desire to reduce the number of small
discretionary grant programs.

Chairman Livingston: Secretary Shalala,
funding for AIDS research has reached more than
$1.3 billion this year. AIDS ranks well below other
serious illnesses in the number of deaths caused
each year, yet AIDS research spending exceeds that
of diseases like diabetes and stroke. No one doubts
the seriousness of the problem, but is our NIH
research portfolio out of balance?

Secretary Shalala: I do not believe that our
pursuit of research in the HIV/AIDS arena is "out of
balance." As I previously stated, there are
significant differences between AIDS and other
diseases. Let's not forget that AIDS was only
discovered a little more than a decade ago, and is
already the number one leading cause of death for
men between the ages of 25 and 44 and the second
leading cause of death for all Americans in that age
category

.

Because AIDS is so new, our research must
include all aspects of the disease, including: how
it is transmitted, how to prevent it, how it
progresses, what makes some individuals fall ill
faster than others, and how to prevent those
infections that are the cause of death. For other
diseases, our research does not cover the gamut of
issues that AIDS research must necessarily address.

In addition, I want to emphasize that we cannot
always predict where scientific breakthroughs will
occur — and I expect that our work in HIV/AIDS will
have pay-offs even beyond our expectations in other
fields.
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Chairman Livingston: Secretary Shalala, we are
providing $12 million a year for something called
the National Youth Sports Program. As I understand
it, this money goes to the NCAA, which is a multi-
million dollar enterprise, to run summer sports
programs for teenagers at its otherwise idle
athletic facilities. I'm sure the kids enjoy these
programs, but does the Federal government really
need to help finance them? The program already
receives substantial private support. Couldn't we
just turn this over to the private sector?

Secretary Shalala: The Department, as part of
our efforts to reduce the number of small
discretionary programs, did not reguest funding for
the National Youth Sports Program in the FY 1995
budget. Although activities similar to those funded
through the National Youth Sports program have
merit, we believe that the Community Schools
Program, authorized in the Violent Crime Reduction
Act of 1994, will be a more effective and
comprehensive community based effort. The Community
Schools Program aims to help States and communities
develop safe, nurturing environments for children,
youth, and their families.

Chairman Livingston: I see we spend
$4.5 million each year on a program called Native
Hawaiian Health Care. Do we even know how many
native Hawaiians there really are? Do they need
their own health care system?

Secretary Shalala: I am not able to be
specific yet about the contents of our FY 1996
budget request, but I can assure you that we are
carefully reviewing the purpose and intent of every
program, including the Native Hawaiian Health Care
program.

Chairman Livingston: $4.1 million is spent
each year to provide black lung medical services to
a declining number of miners. Can we still afford
to have this separate program when health services
are available at regular clinics?

Secretary Shalala: As I mentioned, we are
looking carefully at all of our programs, including
HRSA's Black Lung Clinics program.



45

Mr. Dickey: Your department issued a policy
directive to each State requiring they use Medicaid
public funds for abortions in cases of rape or
incest, or risk losing matching Federal funds, even
though at least 36 States had specific laws or
regulations prohibiting the use of such funds. Many
of us were appalled to learn that the Administration
misinterpreted the intentions of the Hyde Amendment
in the 1994 and 1995 Labor, HHS, Education
appropriations bill. To correct the problem, I

introduced H.R. 222 to allow States to choose
whether or not they wanted to provide public funds
for abortions.

How much money is your department spending to
fund Medicaid abortions and what effect has the
Administration's misinterpretation of Congressional
intent of the Hyde Amendment had on State Medicaid
budgets and what are the future impacts on State
Medicaid budgets?

Secretary Shalala: As mentioned above, the
Department's interpretation of the FY 1994 and
FY 1995 Hyde Amendments has been upheld by every
court that has considered the issue.

Nine Federal District Courts, three United
States Courts of Appeal, and Supreme Court Justice
Scalia have affirmed the Department's
interpretation

.

In addition, the Congress had full knowledge of
the Department's interpretation of the FY 1994 Hyde
Amendment when it enacted the FY 1995 Hyde
Amendment. The 1995 language is identical to the
language in the FY 1994 Hyde Amendment.

Based on these points and careful review of the
legislative history of all previous and current Hyde
Amendments, we are confident that the Department's
interpretation of the FY 1994 and 1995 Hyde
Amendments is supported legally and properly
reflects the intent of Congress.

Total expenditures for abortion services
covered by Medicaid for which FFP was claimed in FY
1993, the last year in which abortion services were
limited to cases where the woman's life was in
danger, were $411,799. Total expenditures for
abortion services covered by Medicaid for which FFP
was claimed in FY 1994, a year in which coverage of
abortion services was expanded to also include cases
in which pregnancy was caused by rape or incest,
were $4 31,789. This represents an increase in
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expenditures for which FFP was claimed of $19,990
(5 percent) . It should be noted that only 21
jurisdictions requested FFP for abortions in
FY 1993, and only 23 requested FFP for abortions in
FY 1994. Actual State expenditures, therefore, are
not available.

Since all but six States are now in compliance
with the new Hyde Amendment, we do not anticipate
any substantial increase in expenditures in future
years

.

Mr. Dickey: Last year, HCFA Administrator
Vladeck informed this Subcommittee about a Federal
Register solicitation for applications in the area
of rural telemedicine. Can you briefly describe the
rural telemedicine program, or the status of the
solicitation Mr, Vladeck was describing?

Secretary Shalala: Under a HCFA contract
entitled "Analysis of Expansion of Access to Care
Through Use of Telemedicine," the Center for Health
Policy Research in Denver Colorado conducted a three
part study. The individual components of the study
are: a comprehensive review of the literature, a
case study report based upon eight in-depth site
visits, and an analysis of coverage policies of
other third-party payors have been completed. A
final report containing summaries of the three
individual reports, as well as an outline of a
cross-cutting evaluation of telemedicine sites, was
submitted in late December 1994.

In September 1993, HCFA awarded a grant to Iowa
Methodist Medical Center for the Iowa Health System
Telemedicine Project. Beginning April 1994,
telemedical services are being delivered from Iowa
Methodist Medical Center to two rural hospitals.

In January 1994, HCFA announced a general
grants solicitation expressing interest in
demonstrations and evaluations of the effectiveness
of rural telemedicine systems and payment
methodologies for telemedicine consultations. It
received 14 applications in the area of
telemedicine, and awarded five grants in July 1994.
HCFA funded payment demonstrations for telemedicine
services at West Virginia University, East Carolina
University, and Mercy Hospital in Des Moines, as
well as an evaluation of two telemedicine sites by
the University of Michigan and a project to develop
a data collection system at the Telemedicine
Research Center, Portland Oregon.
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Applications for HCFA's next general grants
solicitation are due February 7, 1995. Numerous
inquiries from telemedicine programs have been
received, and HCFA anticipates approximately 2

proposals in the telemedicine area.

Mr. Dickey: How much money does HHS put toward
rural health programs?

Secretary Shalala: In FY 1994, for
discretionary rural health programs, we spent a
total of $581 million. This included $541 million
in the Public Health Service, primarily NIH and
HRSA. In addition, HCFA spent almost $40 million in
discretionary funding of rural health, largely
through its Rural Health Transition Grant program.

Mr. Dickey: Because of the explosion of SSI
cases since the Zebley decision in 1990, we have
seen a dramatic increase in the number of SSI cases
from 296,000 in 1989 to 847,000 in 1994. To help
curb incidences of fraud and abuse, I introduced
H.R. 222 to convert cash to vouchers for SSI
recipients under 18 years old. What is your
department doing to ensure that all 847,000 of those
cases are legitimate uses of public funds to
compensate for disabilities, and not a result of
parents coaching children or alcoholics or drug
addicts perpetuating their addictions?

Secretary Shalala: Regarding the issue of
parents coaching children: In May of 1994, we
completed a study of about 600 cases of children
receiving SSI because of behavioral or learning
problems. We found no evidence of widespread
coaching by parents or malingering. However,
because we continue to receive allegations and
anecdotal information, we have taken several steps
to help detect, prevent and deter fraud in the
program:

— We have issued instructions to all SSA
employees explaining their role in detecting
when coaching has occurred and the actions that
should be taken in these situations.

— We have issued instructions to adjudicators
requiring that requests for information from
teachers and other school personnel
specifically ask whether the source has
knowledge that the child has been coached.
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— We have established a special review of all
childhood disability claims in which coaching
is either specifically alleged or suspected by
adjudicators in the State agencies that work
with SSA to evaluate the cases.

— We have established an 800 number in each
region to permit teachers and other school
personnel to make reports to SSA on an
individual basis, and issued an open letter to
teachers that explains their role in providing
the information used in deciding a child's
claim.

— We have developed open letters to parents which
describe the thoroughness of the childhood
evaluation process, and emphasize that coaching
can be considered fraud which is punishable by
fines and/or imprisonment.

We have investigated every allegation of
coaching that comes to our attention and will
continue to do so.

Regarding drug addicts and alcoholics
perpetuating their addictions:

Public Law (P.L.) 103-296, the Social Security
Independence and Program Improvements Act of 1994,
was signed on August 15, 1994. It places a 36-month
limitation on SSI benefit payments to SSI
beneficiaries for whom drug addiction and alcoholism
(DAA) is a contributing material factor to the
determination of disability. In addition, this
legislation requires that benefits to all DAAs must
be paid to representative payees who will manage
funds on their behalf.

Previously, these beneficiaries were monitored
in only 18 states. During fiscal year (FY) 1994 and
FY 1995, SSA expanded the program so that there are
now referral and monitoring agencies in 49 states
and the District of Columbia.

Since P.L. 103-296 extended the referral and
monitoring program to Disability Insurance
beneficiaries who are disabled because of drug
addiction or alcoholism, SSA must award new
contracts for their referral and monitoring. SSA
expects to award new contracts by September 1995.
This will allow SSA to refer for treatment and
monitoring all individuals who are disabled because
of drug addiction or alcoholism.
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On August 15, 1994, the President signed Public
Law 103-296, the Social Security Independence and
Program Improvements Act of 1994. Section 201 of
this act contains several provisions concerning the
payment of Social Security Disability Insurance (DI)
and Supplemental Security Income (SSI) benefits to
individuals disabled based on a finding that drug
addiction or alcoholism (DAA) is a contributing
factor to the finding of disability.

The intent of the provision is to prevent
recipients from using DI or SSI benefits to support
their addiction to drugs or alcohol. Most of the
provisions in this legislation are effective with
payments issued beginning March 1, 1995. The
legislation requires that all beneficiaries
receiving benefits based on DAA must attend and make
progress in treatment, when available, at approved
facilities. Previously, SSI DAA beneficiaries were
monitored in only 18 states. During fiscal year FY
1994 and FY 1995, SSA expanded the program so that
there are now referral and monitoring agencies in 49
States and the District of Columbia.

The new legislation requires that all
disability beneficiaries whose disability
determinations are based on DAA have a
representative payee; additionally it requires that
beginning March 1, 1995, in most cases, payments
must be terminated after 36 months, and suspended or
terminated earlier if a beneficiary is not complying
with a treatment program. Finally, the law
prohibits large one-time payments of past-due
benefits; they must now be paid in installments.

Mr. Dickey: According to CDC, the American
Cancer Society, CRS, and other sources, in 1993 the
level of funding for AIDS-research per person
afflicted with AIDS or the HIV virus was nearly
$1,072. That is compared to $256 per person
afflicted with cancer, and $37 for persons with
heart disease. Can you explain why there is such a
disparity?

Secretary Shalala: Yes, I certainly can.
Comparisons of the type you are suggesting can be a
bit misleading. AIDS is now the number two cause of
death for all Americans between 25-44 years of age,
but the number one cause of death among men in this
age group. This is dramatic for a disease that was
unknown to us before 1981. This ranking may be even
more significant in future years given the lead
time, sometimes as long a 10 years, between
infection and manifestations of AIDS.
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There are also important distinctions between
the diseases you mention: AIDS is infectious, the
others are not. In the aggregate, AIDS hits people
at a younger age than the other diseases you
mention, leading to more years of productive life
lost. The changing demographic of the AIDS epidemic
is skewing more and more to individuals in lower
economic brackets. This will mean that more and
more, AIDS patients will rely on the public sector
to finance the cost of their care.

But the most important reason that such
comparisons are not always appropriate is the nature
of scientific inquiry itself. Many times
breakthroughs occur in areas totally unrelated to
the "label" we place on the basic research project.
This "spin-off" effect is unpredictable. When we
talk about basic science, we really need to get away
from looking at our investments in "boxes."
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Thursday, January 12, 1995.

GENERAL ACCOUNTING OFFICE

WITNESSES

MARK V. NADEL, ASSOCIATE DIRECTOR, NATIONAL AND PUBLIC
HEALTH ISSUES

JANE L. ROSS, DIRECTOR, INCOME SECURITY ISSUES, HEALTH, EDU-
CATION AND HUMAN SERVICES DIVISION

LINDA MOORE, DIRECTOR, EDUCATION AND LABOR

Mr. Porter. If I can inform the Members of the subcommittee,
we now have the General Accounting Office, The Heritage Founda-
tion, Citizens Against Government Waste and 60 Plus to testify in

the next hour. We will allocate 30 minutes to the General Account-
ing Office, perhaps with a chance for questions from Members and
then 10 minutes each to the other three groups.

I might say that we offered Mr. Obey a chance to have additional

witnesses, and he has declined to do that.

Mr. Obey. That is not Mr. Obey's understanding. My under-
standing is that we do have a slot reserved next week, but I felt

that it was futile to try to have a witness to respond to what GAO
might be doing when we have no idea what GAO is recommending
today. It is pretty hard to have somebody respond to what GAO is

presenting when we don't ourselves have any copies of what GAO
is presenting.
Mr. Porter. Well, neither do we, obviously, but we wanted to

give you that opportunity.
Mr. Obey. Well, we will take the opportunity after we have

something concrete to respond to.

Mr. Porter. From GAO, we have the Associate Director, Na-
tional and Public Health Issues, Mark Nadel; and Jane Ross, the
Director of Income Security Issues for the Division of HHS. And we
welcome both of you here today.
Mr. Nadel, you might want to start.

Opening Statement

Mr. Nadel. Thank you, Mr. Chairman. I will be delivering our
testimony, and both of us will answer questions. I will try to sum-
marize my statement briefly so that the Members have an oppor-
tunity to ask questions during our allotted time.

We are pleased to be here today to testify on issues relevant to

potential budget rescissions at the Department of Health and
Human Services. Today, we would like to emphasize three main
points: First, opportunities exist to reduce the HHS budget through
increased administrative efficiencies and targeting ineffective pro-

grams. Second, through targeting, the Congress could preserve
funding for essential administrative functions that enable agencies
to avoid unnecessary or wasteful expenditures. Third, HHS cur-

rently does not have the management and evaluation systems to

determine whether certain of its programs work as intended.
The first area for savings that I will address concerns program

overlap and fragmentation. I will summarize this briefly as it has
been extensively discussed already by the Members.
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HHS administers over 250 grant programs. Many of these pro-
grams serve the same client populations, share common goals and
provide similar services. Our work has shown that multiple agen-
cies within HHS and other departments are each devoting scarce
resources to separately administer and monitor separate programs
which raises questions about efficiency and possible savings.
For example, more than 90 Federal programs administered by 11

separate agencies provide education, child care and other services

to very young children. In a 1994 study we reported that HHS ran
10 of the 34 preschool and child care programs. In this situation,

one disadvantaged child could be eligible for as many as 13 pro-
grams. So many institutions and other entities conduct oversight,
administration and service delivery that coordination among these
programs is a daunting proposition.

Similarly, HHS administers 14 of the 163 Federally funded em-
ployment training programs which overlap with other agencies'
programs and the JOBS program. A very large one, for example,
overlaps extensively with Labor's Job Training Partnership Act.

Not only are many programs duplicative and fragmented but
some do not meet their objectives. Consider the grant programs for

medical and other health professions education. Among the major
goals of these programs is to improve the supply of primary health
care providers, their distribution to underserved areas and the rep-

resentation of minority health professionals, but there is no evi-

dence that they have done so.

In the last 10 years, about $2 billion has been provided for 30
of these programs. Although savings are possible in administrative
expenses by reducing program overlap and duplication, cutting cer-

tain administrative expenditures can sometimes be counter-
productive.

In the entitlement programs, the savings resulting from reduced
administrative budgets are much more than offset by waste and
abuse in payments that would otherwise be avoided.
We have reported over the years that cutting administrative

costs in entitlement programs, specifically cutting that portion used
to safeguard a program against fraud and abuse, can be penny-wise
but pound foolish. Only about 2 percent of medicare's total expendi-
tures is for administrative cost, covering, among other things, anti-

fraud and abuse activities. However, government funding of these
and other payment control activities has declined relative to the
growing number of medicare claims, resulting in an inability to

adequately audit billing practices.

Similarly, because social security focused resources on processing
initial disability claims, the agency has not met the requirement of

a periodic review of eligibility of beneficiaries who may no longer
be disabled. The result is that the trust fund will pay an estimated
$2.5 billion in unnecessary benefits through 1997, as estimated by
Social Security itself.

In the long run, HHS needs to have program evaluations and in-

formation systems to insure that the taxpayer gets his money's
worth, but because of problems in these areas HHS often doesn't

know if its programs are effective and efficient.

One of the largest programs that concerns us is the JOBS pro-

gram, the Federal emplojrment training program designed specifi-
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cally to provide parents receiving AFDC the help they need to find

jobs and get off welfare. Since JOBS began in 1989 the Federal and
State governments have spent almost $8 billion for training and
other services, but today, after more than five years, we do not
know whether the program actually helps people get jobs. HHS
does not track the number of jobs participants who get or retain

jobs or leave AFDC each year.

We also have questions about the Department's evaluation strat-

egy. For example, since 1970, HHS has been authorized to use up
to 1 percent of its appropriations for evaluating programs, but we
have found that the agency has not effectively used that set-aside

to develop information about how well programs work.
The Department did not have a system for summarizing what is

known about the effects of health programs, and, thus, there is no
body of knowledge in which the various evaluation studies have
been pulled together to give us lessons about what works better
and what works worse.

In addition, our current work shows that HHS has information
system problems that threaten to keep the Department from
achieving efficiencies. In September, 1994, we reported to this sub-
committee that SSA is starting to modernize systems nationwide.
Now, such efforts could enable the government to save millions of
dollars in improved operations, including the prevention of fraud
and abuse. However, SSA, which was appropriated $317 million,
was proceeding without first determining operational requirements
and resource needs. We believe better planning is essential.

In conclusion, our work clearly points to opportunities to stream-
line, consolidate or reconsider various HHS programs and the need
to target cuts so that essential administrative activities remain in-

tact and vigorous.
Finally, top management at HHS needs the information tools

necessary to reallocate resources to where they can be used most
effectively. As this subcommittee continues to seek areas for sav-
ings, we are committed to assisting you in any way we can.
Mr. Chairman, this concludes our prepared remarks, and we

would be pleased to answer any questions.
Mr. BONILLA [presiding]. Thank you.
[The prepared statement of Mark V. Nadel follows:]
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Mr. Chairman and Members of the Subcommittee:

We are pleased to be here today to testify on issues relevant
to potential budget reductions and rescissions at the Department of
Health and Human Services (HHS). With estimated outlays of over
$315 billion, HHS is the largest department in the government. Its
budget has two major components entitlements and discretionary
spending. The former covers Medicare, Medicaid, Social Security,
and Aid to Families with Dependent Children (AFDC) . Most of its
fiscal year 1995 discretionary budget of $34.16 billion funds the
administration of the entitlement programs and the National
Institutes of Health (NIH). The rest covers programs such as drug
abuse prevention and treatment, community health centers, and Head
Start. (See fig. 1). A list of HHS' agencies and major programs
appears in Appendix 1.

Taken together, the numerous reports we have issued in recent
years on HHS programs suggest that the Department warrants a
comprehensive "scrub" of all its activities, with the goal of
eliminating, reducing, or consolidating programs. Today we would
like to emphasize three main points. First, opportunities exist to
reduce HHS' budget through increased administrative efficiencies
and targeting ineffective programs. Second, through targeting, the
Congress could preserve funding for essential administrative
functions that enable agencies to avoid unnecessary or wasteful
expenditures. Third, HHS currently does not have the tools--an
adequate program evaluation strategy or modern information systems-
-to determine whether its programs work.

AREAS FOR SAVINGS

Program Overlap and Fragmentation

The growth in HHS' responsibilities over time has resulted in
its having to administer over 250 grant programs. Many of these
programs serve the same client populations, share common goals, and
provide similar services. Our work has shown that multiple
agencies within HHS and other departments are each devoting scarce
resources to separately administer and monitor similar programs.
This extensive overlap raises efficiency questions while pointing
the way to potential savings. Our reports on programs offering
services for maternal and child health, substance abuse prevention,
at-risk youth, and employment illustrate this point. (See Appendix 2

for a list of programs in these four areas.) Consider the
following examples:
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Seven programs fund the delivery of health services for
pregnant women and children.- Six HHS units share federal
administration, 10 regional offices monitor programs, and at
least 2 agencies in each state have administrative duties for
5 of these programs. So many institutions and other entities
conduct oversight, administration, and service delivery that
coordination among the programs is daunting.

More than 90 federal programs administered by 11 separate
federal agencies provide education, child care, and other
services to very young children. In a 1994 study, we reported
that HHS ran 10 of the 34 preschool and child care programs.
In this situation, one disadvantaged child could have been
eligible for as many as 13 programs.'

HHS administers 14 ($1.9 billion) of the 163 federally funded
employment training programs. These programs overlap with
programs administered by other agencies. For example, the
JOBS program ($1.3 billion) overlaps extensively with the
Department of Labor's Job Training Partnership Act (JTPA)
employment training program. Both programs aim at enhancing
clients' participation in the work force and reducing welfare
dependency. They offer many of the same services, such as
counseling and vocational training. Both programs operate
extensive bureaucracies at the federal, state, and local
levels. At the local level, JTPA administers its services
through 630 service delivery areas, and JOBS funnels services
through a network of 3,000 state or county-run welfare
offices

.

In sum, multiple grant programs targeting the same clients and
problems cost more to administer and oversee than would
consolidated programs. Our work suggests that, within HHS alone,
better integration and less duplication could not only reduce
federal spending but alleviate the administrative burden on service
providers

.

Ineffective Programs

Not only are many programs duplicative and fragmented, but
some do not meet their objectives. Consider certain education
programs for the health professions authorized under Titles VII and
VIII of the Public Service Act. In a 1994 report, we concluded
that, because certain of these programs did not appear to meet
their objectives, the Congress should rethink their role in

Federally Funded Health Services: Information on Seven Programs
Serving Low-Income Women and Children , (GAO/HRD-92-73FS, May 1992)

'Early Childhood Programs: Multiple Programs and Overlapping
Target Groups . (GAO/HEHS-95-4FS, Oct. 1994).
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improving access to health care.- Specifically, these programs
showed no evidence of significantly improving the supply of primary
health care providers, their distribution to underserved areas, or
minority representation of health professionals. In the last 10

years, about $2 billion has been provided for over 30 of these
programs. Although the Congress acted in 1992 to target Title VII

and VIII funding more specifically for primary care and underserved
areas, we believe that these actions are not likely to have much
impact.

REDUCTIONS IN ADMINISTRATIVE
ACCOUNTS NEED TO BE TARGETED

Although savings are possible in administrative expenses by
reducing program overlap and duplication, cutting certain
administrative expenditures can sometimes be counterproductive. In
the entitlement programs, the savings resulting from reduced
administrative budgets are much more than offset by waste and abuse
in payments that would otherwise be avoided. We have reported over
the years that cutting administrative costs in entitlement
programs--specif ically, cutting that portion used to safeguard a
program against fraud, overcharges, and abuse--can be pennywise but
pound foolish. Preserving funds for Medicare program safeguard
activities and for reviewing eligibility for Social Security
disability payments is an investment with proven results. In fact,
we believe that insufficient resources are dedicated to these
activities in both programs.

Only about 2 percent of Medicare's total expenditures ($156
billion in fiscal year 1993) is for administrative costs,
covering, among other things, antifraud and abuse activities.
However, government funding of these and other payment control
activities has declined relative to the growing number of
Medicare claims. At this funding level, physicians, supply
companies, or diagnostic laboratories have about 3 chances out
of 1,000 of having Medicare audit their billing practices in
any given year.

Similarly, in SSA's Disability Insurance (DI) and Supplemental
Security Income (SSI) programs, laws require periodic reviews

- Health Professions Education: Role of Title VII/VIII Programs in
Improving Access to Care is Unclear (HEHS-94-164 , July 1994).
Titles VII and VII of the Public Health Service Act authorize 30
different programs for dealing with the supply and distribution of
health professionals and the recruitment and retention of
minorities in health professions schools. Title VII focuses mainly
on physicians, dentists, physician assistants, and allied health
personnel, while Title VIII programs focus on nurses. Both titles
include programs for direct student assistance as well as grants to
institutions

.
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of eligibility status. SSA has not met this requirement in
its DI program because it has diverted eligibility review
resources to process initial claims, which in recent years
were submitted in unprecedented numbers. SSA estimates that
social security trust funds will pay unnecessary benefits of
almost $2.5 billion through 1997 as a result of SSA's not
performing all required reviews from 1990 to 1993. Accounting
for the $1.1 billion cost of doing these reviews, the trust
funds would have realized a net savings of $1.4 billion had
the reviews been done. The SSI program faces a similar
situation of not performing eligibility reviews.

MANAGEMENT IMPROVEMENTS NEEDED
FOR LONGER TERM SAVINGS

In the long run, HHS needs to have program evaluations and
information systems to ensure that resources are used efficiently,
effectively, and as intended. Currently, however, because of
deficiencies in these areas, the Department often does not know if
particular programs are ef fective--that is, if they effect a
positive change that would not happen without federal dollars.

One of the largest programs that concerns us is the JOBS
program, a federal employment training program designed
specifically to provide parents receiving Aid to Families with
Dependent Children (AFDC) the help they need to find jobs and avoid
long-term welfare dependence. Since JOBS began in 1989, the
federal and state governments have spent almost $8 billion to
provide AFDC recipients with education, training, and support
services, including child care. Today, however, more than 5 years
after JOBS' implementation, we do not know whether the program
actually helps welfare recipients get jobs. Data are available on
dollars spent, services provided, and the number and type of
participants served. These data tell us nothing about whether the
program is getting people jobs. HHS does not track the number of
JOBS participants who get or retain jobs or leave AFDC each year.

Overall, the Department's evaluation strategy is deficient.
For example, since 1970 PHS has been authorized to use up to 1

percent, currently about $220 million, of its appropriations for
evaluating programs authorized by the Public Health Service Act.
Yet, in our review of this evaluation set-aside in fiscal years
1988-1992, we found that the agency had not effectively used it to
develop information about the effectiveness of federal health
programs and provide such information to the Congress.^ HHS did
not have a system for summarizing what is known about the effects
of PHS programs, and thus no body of knowledge pulls together what
studies have reported over the years. Similarly, a recent report

^ Public Health Service; Evaluation Set-Aside Has Not Realized Its
Potential to Inform the Congress (PEMD-93-13, Apr. 1993).



by the HHS Inspector General could not find any evidence of how
well PHS agencies were integrating current evaluations into program
planning and budgeting.-

In addition to program evaluation deficiencies, our current
work shows that HHS has information system problems that threaten
to keep the Department and its subagencies from achieving
efficiencies. Computer modernization efforts could enable the
Department to save millions of dollars in improved operations and
fraud and abuse detection.

In our September 1994 report to your Subcommittee, we reported
our concern that SSA is starting to modernize systems nationwide--
including about 1,300 field of f ices--without first determining
operational requirements and resource needs. Specifically, the
implementation is not focused on how and where new technology can
best be used to handle increasing workloads and improve public
service, either in the short or long term. Although SSA is taking
steps to better define its requirements and needs through
reengineering and planning initiatives, systems implementation is
proceeding independently of these initiatives. Meanwhile, SSA has
been appropriated $317 million in no-year funding (that is, $220
million in 1994 and $97 million in 1995) to implement this systems
modernization. We have recommended to SSA that it accelerate
planning and reengineering efforts and, if necessary, delay the
installation of its new technology until these efforts substantiate
the number, locations, and capabilities of the equipment required
to support their needs."

Lack of adequate management information systems can hamper the
Congress's ability to provide timely oversight of HHS programs.
For example, the law requires HHS, on an annual basis, to report to
the Congress specific programmatic and fiscal information about its
National Health Service Corps programs, but it has not done so for
the last 5 years. HHS does not have an adequate system for
collecting and compiling this information. To illustrate, the
Corps does not know how many doctors remain in their locations for
more than a year after their obligations end.

CONCLUSION

As the largest federal department, HHS has been entrusted with
billions of dollars to manage hundreds of programs that are
important to the American public. With this responsibility.

^HHS Office of Inspector General, Review of Public Health Service
Systems for Assuring that Programs are Necessary. Productive, and
Nonduplicative . A-01-93-01514 (Sept. 1994).

'Social Security Administration; Risks Associated With Information
Technology Investment Continue (GAO/AIMD-94-143, Sept. 1994)



60

however, has come significant administrative inefficiencies and
questionable program results. Our work clearly points to
opportunities to streamline, consolidate, or reconsider various HHS
programs and the need to target cuts so that essential
administrative activities remain. Finally, top management needs
the information tools necessary to reallocate resources to areas
where they can be used most effectively.

As this subcommittee continues to seek areas for savings, we
are committed to assisting you in any way we can.

Mr. Chairman, this concludes our prepared remarks. We would
be pleased to respond to any questions from you and the
subcommittee.
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APPENDIX I APPENDIX I

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
MAJOR PROGRAM ACTIVITIES

ADMINISTRATION FOR CHILDREN AND FAMILIES

Entitlement Programs

Family support payments to states
Job opportunities and basic skills training
State legalization impact assistance grants
Payments to states for foster care and adoption assistance
Social services block grant
Family preservation and support

Discretionary Programs

Low Income Home Energy Assistance
Community Services
Community Service Block Grants
Emergency Community Homeless Grant
Demonstration Partnership
Discretionary Activities
Community Food and Nutrition
Community Initiative

Child Care and Development
Child Development Associate Scholarships
Temporary Child Care and Crisis Nurseries
Dependent Care Planning and Development Grants

Children and Family Services
Head Start
Comprehensive Child Development Center
Comprehensive Runaway and Homeless Youth
Runaway and Homeless Youth Program
Transitional Living Program for Homeless Youth
Drug Education and Prevention Program for Runaway Youth
Youth Initiative/Youth Gang Drug Prevention Program
Family Violence
Child Abuse State Grants
Child Abuse Discretionary Activities
Child Abuse Community Based Prevention
Emergency Protection Grants-Substance Abuse
Advisory Board on Child Abuse and Neglect
Child Welfare Services
Child Welfare Training
Child Welfare Research and Demonstration
Adoption Opportunities
Abandoned Infants
Developmental Disabilities Basic State Grants
Developmental Disabilities Protection and Advocacy
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Developmental Disabilities Projects of National Significance
Developmental Disabilities University Affiliated Programs
Native American Programs
Social Services Research and Demonstration
Family Resource Centers
Family Support Centers
Federal Administration

Refugee Resettlement
Transitional and Medical Services
Social Services
Preventive Health
Targeted Assistance

ADMINISTRATION ON AGING

Supportive Services and Centers
Preventive Health Services
Aging Ombudsman Activities
Elder Abuse
Nutrition

Congregate Meals
Home Delivered Meals
In-Home Services for the Frail Elderly
Outreach, Public Benefit and Insurance Counseling
Grants to Indian Tribes
Evaluation of the Older Americans Act of 1965
Aging, Training, Research and Discretionary Programs
Federal Council on Aging
Program Direction/Federal Administration
Volunteer Senior Aid Demonstration

HEALTH CARE FINANCING ADMINISTRATION

Payments to Health Care Trust Funds
Grants to States for Medicaid
Program Management
Health Maintenance Organization Loan and Loan Guarantee Fund
Medicare and Medicaid Coverage Data Bank

PUBLIC HEALTH SERVICE

Office of the Assistant Secretary of Health

Adolescent family life
Adolescent health
Disease prevention/health promotion
Physical fitness and sports
Minority health
HIV program coordination
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APPENDIX I APPENDIX I

Vaccine program
Research integrity
Women's health
Emergency preparedness
Health care reform

Agency for Health Care Policy and Research

Research on health care costs, quality and access
Medical treatment effectiveness program
Alzheimer's disease
HIV/AIDS
National Medical Expenditure Survey

Agency for Toxic Substances and Disease Registry

Public health assessments
Health investigations
Toxicological profiles
Applied research
Mandates registries
Emergency response and consultations
Health education

Substance Abuse and Mental Health Services Administration

Mental health
Substance abuse prevention
Substance abuse treatment
Block grants to states

Centers for Disease Control AND Prevention

Preventive health block grants
Prevention centers
Sexually transmitted diseases
Immunization
Infectious diseases
Chronic and environmental diseases
Occupational health
Epidemic Services
Health statistics
HIV
Research
Training

Health Resources and Services Administration

Community Health Centers
Migrant Health Centers
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APPENDIX I APPENDIX I

Black lung clinics
Health care for the homeless
National Health Service Corps
National Health Service Corp Recruitment
Hansen's Disease Center
Pacific basin initiative
Payment to Hawaii for the treatment of Hansen's disease
Public housing health services
Alzheimer's demonstration grants
Health professions curriculum assistance
Native Hawaiian health care
Nursing loan repayment
Maternal and child health block grant
Health start
Pediatric EMS
Health teaching facilities
Organ transplantation
Trauma care demonstration
Family planning
Health services outreach demonstration
Rural health research
State offices of rural health
HIV
Minority male grant

National Institutes of Health (Priority areas

)

Patient care information systems
HIV/AIDS research
Breast cancer research
Vaccine development
Women's health initiative
Minority health initiative
Tuberculosis research
High performance computing

SOCIAL SECURITY ADMINISTRATION

Payments to Social Security Trust Fund
Special Benefits for Disabled Coal Miners
Supplemental Security Income Program
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APPENDIX II APPENDIX II

HHS GRANT PROGRAMS IN FOUR AREAS

MATERNAL AND CHILD HEALTH PROGRAMS

These programs were sorted by keywords in the 1994 Catalog of
Domestic Federal Assistance . The program list does not include all
programs that might be considered in the category of maternal and
child programs. For example, Childhood Lead Poisoning Prevention
Projects - State and Community-Based Childhood Lead Poisoning
Prevention Program (93.197) was not keyed to maternal and child
health and so does not appear on this list. Programs may be listed
under more than one keyword. For example, Head Start is considered
a child welfare program and a maternal and child health program and
appears on both lists.

ADMINISTRATION FOR CHILDREN AND FAMILIES

93.575 Payments to States for Child Care Assistance
93.600 Head Start
93.608 Child Welfare Research and Demonstration
93.614 Child Development Associate Scholarships
93.666 Comprehensive Child Development Centers
93.554 Emergency Protection Grants - Substance Abuse

PUBLIC HEALTH SERVICE

Centers for Disease Control and Prevention

93.268 Childhood Immunization Grants
93.946 Cooperative Agreements to Support State-Based Infant Health

Initiative Programs

Health Resources and Services Administration

93.917 HIV Care Formula Grants
93.151 Project Grants for Health Services to the Homeless
93.110 Maternal and Child Health Federal Consolidated Programs
93.127 Emergency Medical Services for Children
93.153 HIV Demonstration Program for Children, Adolescents, and

Women
93.288 National Health Service Corps Scholarship Program
93.926 Healthy Start Initiative
93.927 Residents of Public Housing Primary Care Program
93.994 Maternal and Child Health Services Block Grant to the

States

Substance Abuse and Mental Health Services Administration

93.101 Grants for Residential Treatment Programs for Pregnant and
Postpartum Women
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93.102 Demonstration Grants for Residential Treatment for Women
and Their Children

93.104 Comprehensive Community Mental Health Services for Children
with Serious Emotional Disturbances

93.169 Demonstration Grants on Model Projects for Pregnant and
Postpartum Women and Their Infants (Substance Abuse)

93.937 Comprehensive Residential Drug Prevention and Treatment
Projects for Substance-Using Women and Their Children

CHILD WELFARE PROGRAMS

These programs were sorted by keywords in the 1994 Catalog of
Domestic Federal Assistance . The program list does not include all
programs that might be considered in the category of child welfare
programs. Programs may be listed under more than one keyword. For
example. Head Start is considered a child welfare program and a
maternal and child health program, and appears on both lists.

ADMINISTRATION FOR CHILDREN AND FAMILIES

9 3.551 Abandoned Infants
93.574 Child Care for Families At-Risk of Welfare Dependency
93.575 Payments to States for Child Care Assistance
93.600 Head Start
93.608 Child Welfare Research and Demonstration
93.614 Child Development Associate Scholarships
9 3.62 3 Runaway and Homeless Youth
93.643 Children's Justice Grants to States
93.645 Child Welfare Services - State rants
93.648 Child Welfare Services Training Grants
93.652 Adoption Opportunities
93.656 Temporary Child Care and Crisis Nurseries
93.658 Foster Care-Title IV-E
93.659 Adoption Assistance
93.666 Comprehensive Child Development Centers
93.667 Social Services Block Grant
93.669 Child Abuse and Neglect State Grants
93.670 Child Abuse and Neglect Discretionary Activities
93.672 Community-Based Prevention Program
93.673 Grants to States for Planning and Development of Dependent

Care Programs
93.674 Independent Living
93.657 Drug Education and Prevention for Homeless Youth
93.586 State Court Improvement Program
93.554 Emergency Protection Grants - Substance Abuse
93.563 Child Support Enforcement
93.564 Child Support Enforcement Research
93.572 Emergency Community Services for the Homeless
93.578 Family Support Center and Gateway Demonstration Program
93.585 Empowerment Zones Program

13
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HEALTH CARE FINANCING ADMINISTRATION

93.779 Health Care Financing Research, Demonstrations and
Evaluations

PUBLIC HEALTH SERVICE

Centers for Disease Control and Prevention

93.197 Childhood Lead Poisoning Prevention Projects - State and
Conununity-Based Childhood Lead Poisoning Prevention Program

Health Resources and Services Administration

93.127 Emergency Medical Services for Children

Office of the Assistant Secretary for Health

93.910 Community Coalition Demonstration Projects to Support
Health and Human Services Needs for Minority Males

Substance Abuse and Mental Health Services Administration

93.104 Comprehensive Community Mental Health Services for Children
with Serious Emotional Disturbances

93.937 Comprehensive Residential Drug Prevention and Treatment
Projects for Substance-Using Women and Their Children

NARCOTICS/DRUG PROGRAM

These programs were sorted by keywords in the 1994 Catalog of
Federal Domestic Assistance . Programs such as Grants for
Residential Treatment Programs for Pregnant and Postpartum Women
(93.101) and Demonstration and Residential Treatment for Women and
Their Children (93.102) are listed under "Maternal and Child
Health" rather than "Narcotics/Drug Abuse." Therefore, although
they deal with drug abuse issues, these programs are not included
in this list. Similarly, HIV/AIDS and Related Diseases Among
Substance Abusers: Community-Based Outreach and Intervention
Demonstration Program (93.949) is categorized under "AIDS,"
"Communicable diseases," and "Health planning" rather than
"Narcotics/Drug Abuse."

ADMINISTRATION FOR CHILDREN AND FAMILIES

93.657 Drug Education and Prevention for Homeless Youth
93.660 Youth Initiative/Youth Gangs
93.554 Emergency Protection Grants-Substance Abuse
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PUBLIC HEALTH SERVICE

Health Resources and Services Administration

93.177 Integrated Community-Based Primary Care and Drug Abuse
Treatment Services

Office of Minority Health. Office of the Assistant Secretary for
Lth

93.910 Community Coalition Demonstration Projects to Support
Health and Human Services Needs for Minority Males

Substance Abuse and Mental Health Administration

93.109 Linking Community-Based Primary Care, Substance Abuse,
HIV/AIDS, and Mental Health Treatment Services

93.122 Cooperative Agreements for Substance Abuse Treatment
and Recovery

93.131 Cooperative Agreements for Addiction Treatment Training
Centers

93.132 Managed Care Demonstration Models for SSI Beneficiaries
Disabled Due to Addiction to Alcohol and Other Drugs

93.144 Demonstration Grants for the Prevention of Alcohol and
Other Drug Abuse Among High-Risk Youth

93.150 Projects for Assistance in Transition from Homelessness
(PATH)

93.169 Demonstration Grants on Model Projects for Pregnant and
Postpartum Women and Their Infants (Substance Abuse)

93.174 Conference Grant (Substance Abuse)
93.194 Community Partnership Demonstration Grant
93.196 Cooperative Agreements for Drug Abuse Treatment Improvement

Projects in Target Cities
93.218 Substance Abuse Treatment Conference Grants
93.274 Clinical Training Grant for Faculty Development in

Alcohol and Other Drug Abuses
93.901 Communications Programs Aimed Toward the Prevention of

Alcohol, Tobacco, and Other Drug Problems
93.902 Model Comprehensive Drug Abuse Treatment Programs for

Critical Populations
93.903 Model Criminal Justice Drug Abuse Treatment for

Incarcerated Populations, Non- Incarcerated Populations
and Juvenile Justice Populations

93.911 Cooperative Agreements for Drug Abuse Campus Treatment
Demonstration Projects

93.937 Comprehensive Residential Drug Prevention and Treatment
Projects for Substance-Using Women and Their Children

93.950 Capacity Expansion Program
93.959 Block Grants for Prevention and Treatment of Substance

Abuse
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APPENDIX II APPENDIX II

EMPLOYMENT GRANT PROGRAMS

This list was developed by GAO on the basis of information from the
1994 Catalog of Federal Domestic Assistance , a review of federal
statutes and regulations and a review of agency documents.

ADMINISTRATION FOR CHILDREN AND FAMILIES

93.561 Job Opportunities and Basic Skills Training
93.569 Community Services Block Grant
93.570 Community Services Block Grant-Discretionary Award
93.573 Community Services Block Grant Discretionary Awards-

Demonstration Partnership
93.576 Refugee and Entrant Assistance-Discretionary Grants
93.566 Refugee and Entrant Assistance-State Administered

Programs
93.567 Refugee and Entrant Assistance-Voluntary Agency Programs
93.578 Family Support Centers and Gateway Demonstration Program
93.565 State Legalization Impact Assistance Grants
93.550 Transitional Living for Runaway and Homeless Youth
93.674 Independent Living

PUBLIC HEALTH SERVICE

Health Resources and Services Administration

93.925 Scholarships for Health Professions Students From
Disadvantaged Backgrounds

93.822 Health Careers Opportunity Program

16
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Mr. BONILLA. Ms. Ross, did you have something, a presentation,

as well?
Ms. Ross. No. I am available to answer questions.

ACCESS TO HEALTHCARE

Mr. BONILLA. I would like to begin with a couple of previous

questions.

On page 2 and 3 of the testimony that you submitted to this com-
mittee you talk about Congress rethinking its role in improving ac-

cess to health care. Having a district that is gigantic, 58,000 square
miles, I found that some of these programs are highly effective in

the sense that if it brings one additional health care provider in

some cases to the area where there was none, into an area the size

of New Jersey, it was effective. But do you have any additional

thoughts on how to improve some of these programs in some of

these rural areas?
Mr. Nadel. We are actually currently doing work on the Na-

tional Health Service Corps. Because that work is in progress, I am
unable to share where we are coming out on it, but we are looking,

for example, at the wealth of efficacy, at the loan repayment pro-

gram versus the outright scholarship grant program.
One of the things we have found, however, is that the Depart-

ment itself doesn't keep records of retention of Corps members be-

yond a year after they leave the program. We think it would be im-

portant to have long-term information on retention. That way we
could know, for example, what is the pattern. Do certain people

who are in the Corps stay over the long term, remain in their com-
munities? What are the characteristics of those people? What are

their experiences so that we could try to replicate that and bring

more help to rural communities?
I should also say, for example, that the Title VII and Title VIII

programs haven't proven their effectiveness, the real problem is we
don't know what would have happened in the absence of those pro-

grams. We do know that a lot of money is going to the medical

schools, that certain students receive scholarships, but what we
don't know is are they then more likely to serve in underserved
areas.

There is, for example, the assumption that minority students are

more likely to serve in minority areas. Recent research simply

doesn't bear that out. So that it is that kind of thing we are ques-

tioning.

Mr. BONILLA. Maybe I am missing something here, but I think

what you are saying is astounding, that there is no tracking in

many cases of how effective programs are, be it job training, be it

records of retention on health care providers. What kind of system
is this that cannot measure results?

Mr. Nadel. Well, as the Secretary mentioned, investment in

evaluation really was underfunded over the past decade, and it is

gratifying to hear that they are putting more attention into this,

but it is a problem. In the areas we have looked at, we have found
pretty consistently a lack of really good information about how pro-

grams work.
Now, we realize that it is not economical to evaluate every single

program. Evaluations are expensive. But certainly for the big-ticket
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items like JOBS, we think it is reasonable to see whether the pro-

gram works. That is, does it produce a positive result that would
not have happened in the absence of the program? Can you estab-
lish a causative relationship?
Mr. BONILLA. It sounds like a fundamental question that should

have been answered a long time ago, and I am delighted that you
brought that to our attention today.
Would you recommend rescinding the remaining obligated but

unspent dollars in the 163 Federally funded employment training
programs until Chairman Goodling has a chance to streamline
these programs?
Mr. Nadel. I will defer to my colleague, Ms. Ross, on that par-

ticular hot potato,

Ms. Ross. I don't think we would be prepared to say something
like that. We are trying to focus on the fact that people ought to

look at how many programs there are and that there are groupings
of programs.
For example, with disadvantaged youth, I believe there are nine

programs and that somebody ought to pay attention to whether you
need all nine. We haven't gone a step to say we know how many
you need, but we are trying to focus people, like Mr. Goodling or
this subcommittee or the departments, on looking at how many of
those programs you need.
Mr. BONILLA. I think it would be safe to say, based on what we

are hearing today, that there is a lot that needs cleaning up.

Mr. Nadel. There are opportunities for savings, certainly, sir.

Mr. BONILLA. Mr. Obey.

EVALUATION AND TRAINING PROGRAMS

Mr. Obey. Let me ask just a couple questions. You point to a
number of management deficiencies and point to the inability of
the agency to effectively determine which particular programs are
effective on page 4, and you indicate that HHS does not now have
the capacity to track persons in training programs to determine the
success or failure of clients in some of these training programs. Are
these new developments or have they been going on for some time?
Mr. Nadel. I wonder if I have permission to ask one of my col-

leagues, Linda Moore, the Director of our Education and Labor
group, who has really been tracking those farther along.

Ms. Moore. In terms of the evaluation and training programs,
for some time now, basic information on the programs has been
lagging. Over the past decade, we had seen a decrease in the
amount of money going into evaluation across the government and
only recently has the amount of money been on the upswing again
that is going into evaluation. One could argue whether it is still

sufficient when we have so many programs operating that we don't

know the effectiveness of.

Mr. Obey. So this has been a long-term problem that you are
talking about. This is not just something that has happened in the
last two years?
Ms. Moore. No. The problem of evaluation has been one that has

been there for at least a decade.
Mr. Obey. Well, I understand that, and I simply wanted you to

get that into the record.
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Let me ask you a question.

I know that we are not focusing on NIH, for instance, here pri-

marily, but I recall being on this subcommittee in the early years
of the war on cancer and there we saw the budget for cancer re-

search escalate rapidly from around $200 million to over a billion

dollars. At the same time, we did not see a concurrent expansion
of resources so that you could expand the number of program offi-

cers overviewing contracts, and, as a result, we saw a number of

scandals and we saw a good deal of questions raised about money
being wasted in a program as popular as cancer research that later

began to be referred to by people as the hollowing out process.

Have you done any recent examination of that same situation at

NIH so that we know whether that same problem exists today or

whether it has been significantly corrected in the last five or so

years?
Mr. Nadel. Yes, Mr. Obey. We are currently undertaking a re-

view at NIH of precisely that issue—the overview of grants once
the check has been cut, so to speak. Unfortunately, we are in a
pretty early stage of that, and we are doing it for Senate Govern-
mental Affairs. But, of course, we would be delighted to report to

this subcommittee as well on what we find. I would anticipate that

we will probably have something to say later this year.

We are also looking at a particular research issue at NIH over
one set of clinical trials, and we should have something fairly soon.

So, yes, sir, we are addressing that issue, but we have no reports

out at this time.

Mr. Obey. I guess the point I am simply trying to get to indi-

rectly is this, that you will often find politicians of both parties

bragging about the number of government positions that we have
cut, but there are also occasions in which when you provide addi-

tional program money without providing additional personnel to

oversee the use of that program money that, in fact, it costs the
taxpayer money and causes considerable embarrassment to the
government by its results.

And I think with all of our bipartisan enthusiasm for downsizing
certain agencies it is useful to note that sometimes money is saved
by increasing the number of persons who are charged with the re-

sponsibility for overseeing how that money is spent.

Mr, Nadel. We certainly agree. And, as I said, with regard to

SSA and HCFA, there are certain administrative expenses which,
when cut, lead to a far greater increase in government expendi-

tures and lead to waste, fraud and abuse.

Mr. Obey. Thank you. Appreciate your appearance. And I am
looking forward to working with you on additional problems.
Mr. Porter [presiding]. Mr. Istook.

Mr. Istook. I will yield back my time. Thank you, Mr. Chair-

man.
Mr. Porter. Mrs. Lowey.
Mrs. Lowey. Thank you.

Mr. Nadel, I have a few questions.

First of all, usually when you get a GAO report, it is accom-
panied by a letter of request from the Member who requested it.

Is that missing from this statement, which I understand was re-

leased just before this hearing?
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Mr. Nadel. Technically, this* is not a report. It is a testimony.
We were requested by Mr. Porter to testify at this hearing I believe

last week.

REINVENTING GOVERNMENT

Mrs. LOWEY. Okay. We are all working on reinventing govern-
ment. I think all of us in a bipartisan way want to focus on what
works and get rid of what is not working. You said that the pro-

grams you review have been in place now for 10 years so they cov-

ered both administrations. Have you done an analytical report on
these programs that we could see?
Mr. Nadel. Which particular programs?
Mrs. LowEY. Well, this looks to me like you took a computer and

you said, family, family, they may be in the same category; child,

child may be in the same category. My question to you is, these
programs have been in existence for many years. Have you done
an actual analytical audit of these programs over the past 10 years
so that you can give us an in-depth analysis rather than just a
computerized listing of programs.
Mr. Nadel. On many of them, we have. The listing in the appen-

dix, we just thought it would be useful for the members of the sub-
committee to see the total listing of discretionary programs that
there are. Certainly that listing in the back, we have not done an
audit of all of those. But the programs
Mrs. LowEY. Excuse me, because I think this is a real problem,

and I am very interested in the duplication and the replication of

services here, and I think with the reinventing government initia-

tive of this administration we want this information.
So my question to you is, what percent of these programs have

been audited in depth? And, if not, I think the Chairman or others
of us on the committee would request that information because I

think it would be very helpful as we move through this process.

Mr. Nadel. All the programs that we discuss in the body of the
testimony we have done reports on. There are additional reports on
those in the appendix, and I would have to get you the exact num-
ber and the list of those reports after the hearing, if that is permis-
sible.

Mrs. LowEY. I would be interested in knowing what—and I ap-

preciate that information—what percent of these were done five

years ago, 10 years ago, how many were done the last few years.

Mr. Nadel. The ones that we have discussed in the testimony
were all done—were all reports issued within the past, I believe,

two years.
Mrs. Lowey. And that is what percentage of these programs?
Mr. Nadel. I don't want to venture a guess. I would really have

to count.
Mrs. Lowey. I mean roughly. You are familiar with these pro-

grams.
Mr. Nadel. I would guess roughly 20 percent, but that is just a

rough guess. Some of them are very small—are very small pro-

grams, and that is an issue we didn't raise, but it is an issue that
others have commented on. There are a lot—among the 250 discre-

tionary programs, a large number—and I don't have the exact

number—are less than $50 million programs. I know that—I am
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not saying that is not a lot of money, but that is one of the prob-
lems, that there are large numbers of relatively small programs
which are relatively costly to administer.
Mrs. LOWEY. In any event, I think this information would be

very helpful to us as we move through this process, and certainly
an analysis of these programs, based upon appropriate delivery of
services, is key. There are some programs that are better managed
by the Federal Government and some may be better managed by
the local government, and your information would be very helpful
to us. Thank you.
Mr. Porter. Mr. Miller.

VETERANS TRAINING PROGRAM

Mr. Miller. Thank you. GAO, do you just cover HHS?
Mr. Nadel. No. GAO basically covers the entire Federal Govern-

ment with the exception of the CIA and the Fed.
Mr. Miller. I am talking about—for example, job training. There

are 163 job training programs, and they cover Veterans Affairs to

HHS to Education and Labor. When you look at them, do you look
at all 163? Or is there a separate department to handle each one?
Ms. Moore. I cover the Departments of Education and Labor,

and we look at most of the employment training programs, not all

of them.
Mr. Miller. Do you cover a veterans training program?
Ms. Moore. We could cover a veterans training program or an-

other unit might do it. We would talk about it.

Mr. Miller. Part of the problem is the whole issue of consolida-
tion, overlapping. When you have 163 it seems like a large number.
Mr. Obey was talking about the question of cutting staff and the

penny-wise, pound-foolish argument, that we are cutting—this

number, $2.5 billion from social security, is a very large number,
and you wonder, well, wait a minute, are we really wisely cutting
the work force.

Secretary Shalala was here earlier, and I was asking a question
about where are we cutting. There are more employees coming out
of HHS. If all you are doing is taking a little bit there and there
and there, you are not really solving the problem.
There was an interesting article in the Washington Post Sunday

seeing how a big corporation is downsized. They said that is not
the way to do it. You have to take massive cuts sometimes in some
areas or eliminate whole programs. We are not looking at it that
way, are we? How are we looking at reinventing government?
Across-the-board cuts don't solve the problem as much as address
that program is no longer needed. That program is no longer need-
ed. Let's ship it to the States, et cetera.

Ms. Ross. As it happens, the Social Security Administration is

one of the places within the government that has invested in a
major effort in reengineering. They have started by reengineering
their disability process. They have made the first several steps.

They are not completed with implementation by any means, but
they are going at it for just the reason that you say. They are look-

ing at the increasing disability caseload, but they are also looking
at the oncoming baby boom which will become disabled and retire,

and they know that they can't just add people and stay at the same
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productivity level. So they really are trying to reinvent their proc-

esses, to reengineer what they are doing there.

Mr. Miller. Like this $2.5 billion number we are going to lose

from now until 1997. That is a big dollar number.
Ms. Ross. It is.

Mr. Miller. So we are not very wisely cutting the work force at

HHS, I guess.

Ms. Ross. Well, we make the point that we think one needs to

be careful about what you do at the Social Security Administration.

They found themselves in a situation where they had a tremendous
growth in disability claims, and over the short term, you can't

reengineer. I mean, they were—and this growth happened over

—

or began to happen and was unanticipated. And in order to try and
get people who were eligible for benefits processed as fast as pos-

sible, they stopped doing these continuing disability reviews.

Over the years, SSA has said—well, others have said that SSA
needed to add more workers in order to reinstitute continuing dis-

ability reviews, but nothing has happened to give them any relief

Mr. Miller. So they are not really solving the $2.5 billion ques-

tion, and it may get worse when they reduce another 4,500 people.

Ms. Ross. That is possible.

Mr. Miller. Thank you, Mr. Chairman.
Mr. Porter. Mr. Riggs.

Mr. RiGGS. Thank you, Mr. Chairman.
Good afternoon. I had a chance to very quickly read through the

testimony, and I find it astounding in one sense, but proof positive

yet again that this particular institution has a seemingly ceaseless

appetite for regulation but very little interest in performing the

oversight function of the legislative branch.
For instance, you make the comment on the final page of your

testimony which clearly points to opportunities to streamline, con-

solidate or reconsider various HHS programs and the need to tar-

get cuts so that its essential administrative activities remain. And
you made some very specific recommendations earlier in the area

of pregnancy services, child care and education for very young chil-

dren, and, lastly, job or employment training that we talked about
a little bit earlier with the Secretary.

I am wondering, though, if I could refer you to subsequent testi-

mony we will be hearing from The Heritage Foundation which
makes very specific block grant recommendations and ask you to

provide this committee with an idea of the subsequent cost savings

that might result from implementing these block grant rec-

ommendations. I would be interested to know if we use this as a
model what type of administrative and long-term cost savings we
might be able to generate for the Federal taxpayer.

And, secondly, you talk about the JOBS program again, and you
say these data are available on dollars spent, services provided and
the number and type of participants served. These data tell us
nothing about whether the program is getting people jobs, which I

think is a profound systemic problem with employment training

programs. HHS does not track the number of JOBS participants

who get or retain jobs or leave AFDC each year. That is incred-

ulous to me.
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And Heritage again makes a recommendation that we actually

impose a moratorium to programs that can either be formed into

a block grant or that cannot demonstrate their efficacy, and I am
wondering if we would have a way of getting a snapshot with re-

spect to this program in terms of the dollars that have been spent
year-to-date vis-a-vis the obligated funding from the fiscal year
1995 appropriations and whether I could get that information as
well, because I have a particular interest here.

And, as I pointed out to the Secretary, Mr. McKeon from Califor-

nia, Chairman of the authorizing committee, is in fact introducing
within the next few days placeholder legislation that will start the
process of consolidating and streamlining these programs.

I don't know if you would like to respond to my comments, but
I wanted to make those points.

Mr. Nadel. Well, obviously, we need to go back to the drawing
board and get the information you request, and we will be in touch
with you or your staff on how we can do that most expeditiously.

Mr. RiGGS. I appreciate that. I will look forward to receiving the
information.
Yield back.
Mr. Porter. Mr. Nadel and Ms. Ross, thank you very much for

your testimony. We appreciate you coming here today.
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Thursday, January 12, 1995.

THE HERITAGE FOUNDATION
WITNESS

JOHN C. LIU, POLICY ANALYST, DEPARTMENT OF DOMESTIC POUCY
STUDIES

Mr. Porter. The next group to testify is The Heritage Founda-
tion, and we are right on schedule. We are going to allocate 10
minutes each to the next three groups. I don't think we will have
time for questions for any of them, but we will ask them to come
forward.
Mr. Liu, would you take the witness table, please?

Mr. Liu is a Policy Analyst in the Department of Domestic Policy

studies for The Heritage Foundation. We welcome you here to tes-

tify and ask you to proceed.

Opening Statement

Mr. Liu. Thank you, Mr. Chairman, Members of the committee.
I must say it is an honor to be here today. And, also, as a former
staffer to a fellow colleague, Mr. Lowry, who served on the full

committee, I find myself in a strange and unique position here to

actually recommend rescissions as opposed to funding programs
within the various districts, as worthy as they are.

It is my understanding that we are here today to respond to a
call on November 8th that the voters and taxpayers of this country
wanted the Congress, especially the Appropriations Committee, to

streamline the agencies where they can be streamlined, to cut

waste where there is waste. And in an effort to balance the budget
as well as to reduce the deficit the vote has recognized that all the
agencies do have room to narrow their programs as well as consoli-

date.

Just yesterday. Secretary Cisneros over at HUD announced con-

solidation of 60 HUD programs into three. In a cursory review of

the HHS department, there is no reason to believe that the HHS
department cannot follow suit.

Based upon our conference in Baltimore for a lot of the freshmen
Members in the House and the Senate, the overwhelming response
from these Members was that their voters sent them to Washing-
ton, D.C., to streamHne government. With that in mind, as Mr.
Riggs earlier mentioned, I would like to preface my rescission rec-

ommendations with some principles that this committee might
want to adopt in the future.

While this is a rescission hearing and the committee cannot leg-

islate on appropriations, there are certain principles that this com-
mittee could send to the authorizing committees, which are to

share in some of the blame for the bureaucracy which has grown
out of control as well as the skyrocket in spending over the past
years.

Basically, as was suggested earlier, a moratorium on programs
which have not proved their usefulness or efficacy should be im-
posed where available.
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Programs that can be block granted and have not demonstrated
their usefulness should also be placed under a moratorium.
And, finally, in the interest of Federalism, as the Secretary—Sec-

retary of HHS earlier mentioned, with respect to States' rights, the
governors overwhelmingly believe that they have the capability and
the wherewithal to provide services to their constituents and resi-

dents in a more efficient and cost—in a fiscally responsible man-
ner.

Quickly moving on to rescissions, within the Health Resources
and Service Administration, known as HRSA, you have several pro-

grams which have either been proven to be obsolete or at least the
Department has not proven their efficacy in its goal.

The first one is the National Health Service Corps which was
mentioned earlier by the GAO and by the Members here whose
goal is to recruit health care professionals to serve in rural and
urban areas that traditionally are underserved. And that is a very
worthy goal. However, the track record of this program has been
very sad in its performance. Also, it is subject to fraud and abuse.

As I highlighted in my written testimony, the Washington Post
on two separate occasions in recent history highlighted how easy
it is to defraud the government. Several doctors, back then med
students, attended Georgetown University at the expense of tax-

payers, promised to fulfill an obligation to serve in a rural area and
did not fulfill that obligation.

Now, that is a function of the Justice Department as well as

HHS to track down these students who do not fulfill their obliga-

tions. However, in its 24 years of history this program has not, in

our opinion, sufficiently attacked this problem of providing health
care professionals, be they primary care physicians or nurses or pe-

diatricians, in these areas.

Another program that we have targeted is the Hansen's Disease
Services. This is a research facility in Carville, Louisiana, which fo-

cuses its research and treatment on leprosy patients. In reviewing
the geographic location of this facility, there is no reason why the

leprosy patients cannot receive the necessary treatment at Tulane
University in New Orleans or LSU Medical Center in Baton Rouge.
And, furthermore, the research that goes to this program is real-

ly a proper function within the NIH, and there is funding within
the NIH to pursue a cure or treatments for leprosy.

As was mentioned earlier, there is a program known as the Na-
tive Hawaiian Health Care Program. The primary goal for this pro-

gram is to provide health care services, primarily primary care

services to Native Hawaiians in the State of Hawaii.
Last year, during the health care reform debate, we constantly

heard about the good effects in the State of Hawaii because it had
an employer mandate in that State, that a majority of the Hawai-
ians in the State of Hawaii received excellent adequate health care.

There is no reason to believe that with that system in place, as

well as the community health centers in the State of Hawaii, that

Native Hawaiians cannot receive adequate care in those facilities.

Another program within HRSA is the Health Education Assist-

ance Loans Program. This is nothing more than a government sub-

sidized, taxpayer subsidized guarantee of loans for students who
wish to pursue the health professions. Basically, the taxpayers are
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subsidizing huge amounts of money to students who sometimes de-

fault on these loans.

There is no reason why the private sector cannot do this. Basi-

cally, what we would recommend is that the government maybe
charter an institution, much like Fannie Mae does with home mort-

gages, and basically underwrite these loans in the private sector.

And if done efficiently and properly, as Fannie Mae and Freddie

Mac have done, they would even make money in the process as

they have done quite well over the past years.

Moving on to the Centers for Disease Control and Prevention,

CDC is charged with very serious responsibilities in controlling the

spread of epidemics and diseases in this country and should be
commended for their efforts in this. However, within the Depart-
ment, you will find several programs which either duplicate exist-

ing programs of other agencies or are also obsolete.

The first one is the Office of Injury Control. This program is to

provide information which will prevent injuries, deaths, nonwork-
related accidents. And, basically, this agency focuses their efforts

on car crashes, fires, poisoning, homicides and suicides. This func-

tion overlaps with the Departments of Transportation, Commerce,
Justice, all which have existing programs receiving millions of dol-

lars to combat injury control.

Moving on to the Occupational Safety and Health Office, other-

wise known as NIOSH, this program was chartered to develop cri-

teria for occupational safety and health hazards, provide training

so that in places of labor and the work force you would find safe

environments. This is nothing more than duplicating the goals of

the Occupational Safety and Health Administration which the

same committee appropriated over $300 million to combat the same
problems here.

Within the National Institutes of Health, you have many pro-

grams which are duplicated. Now, the rescissions that are within

this testimony does not mean that the diseases or that the goals

that are being sought to be achieved in those programs are not

worthwhile. All of them are. The question is, can the taxpayers re-

ceive the same kind of services, the same kind of results in a more
efficient manner? And all I had to do was go through this con-

ference report, and you will—and basically even quote from the

language within the report, and you will see a lot of programs over-

lap in the same goals.

First of all, within the Office of Director, the Office of Director

at NIH has two offices under its control—the Minority Health Ini-

tiative and the Office of Research on Minority Health. That dupli-

cates an existing program within HRSA known as the Centers of

Excellence, which is to educate minority students in the health pro-

fession and urge them to pursue careers in health professions by
supporting institutions which train a significant number of minori-

ties. If you look within the Office of Director, these two programs
and their stated goals achieve the same mission.

Moving on to the Office of Behavioral and Social Sciences Re-

search, otherwise known as OBSSR, its goal is to develop an over-

all plan to evaluate the importance of life-style determinants and
basically promote good health among the public. While that, again,

is a good goal, that is nothing different than what your primary
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care doctor or physician will tell you every time you go see him or
her, and they will advise you on a healthy diet, healthy life-style,

exercise, don't smoke, don't drink excessively, et cetera. Again, that
could be eliminated.
Within the Substance Abuse and Mental Health Services Admin-

istration, again you have various programs which overlap. The first

program that we noticed was the Clinical Training/AIDS Training
Program. This program duplicates an existing program at HRSA
which received over $16 million for fiscal year 1995. The AIDS edu-
cation and training centers basically train health care personnel to

care for AIDS patients and provide state-of-the-art AIDS programs
for AIDS education programs.
Within SAMHSA and the Office of AIDS Research, all these pro-

grams are being duplicated. Just to mention, the Office of AIDS Re-
search received over $1.4 billion. Part of its mission was to provide
the same goals. You had grants to States for the homeless and
AIDS demonstrations within that particular program. The Senate
did not recommend any funding for that particular program.
A lot of programs also overlap with the Ryan White Act, and, for

those reasons, in my written testimony we believe these programs
should be either rescinded or placed under a moratorium.
Under the Assistant Secretary for Health disposition, it has sev-

eral programs which are either being carried out in the private sec-

tor or could be done at a local level. The Physical Fitness and
Sports is a council which was set up to promote the public's health
and fitness sports programs. Again, that could be done in your local

schools and through YMCAs and YWCAs and Pop Warner football.

Minority health—I would like to probably get close to closing on
these two issues. Within the Office of the Assistant Secretary for

Health, there is an Office of Minority Health whose goal is to im-
plement and monitor the Secretary's Task Force on Minority
Health to formulate and develop policy issues affecting minority
health.

Now, while these—again, this is a worthwhile effort. It is being
done in the private sector. And another goal of this office is to carry
out activities which could include the activity of health care provid-

ers to deliver health services to minorities who are not proficient

in speaking English.
Ms. Pelosi, who is not here, in her own district has a large Chi-

nese immigrant population who is not proficient at speaking Eng-
lish. On Jackson Street, there is a hospital called the Chinese Hos-
pital which offers primary care as well as surgical care, basically

every kind of care you would need to this population.
There is also an HMO. It is called the FHB Health Care. It is

one of the Nation's largest HMOs in the country. It has created
something called the Allied Plan. This HMO plan is basically an
outreach and demonstration within this private HMO to reach
Asian Americans who are not proficient at speaking English.
Moving on to Office on Women's Health, as the Congresswoman

from New York mentioned, again is a vital priority in both the
Congress as well as the executive branch. However, this office du-
plicates existing programs within the office of NIH, and again we
believe it can be consolidated.
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Within that office, you have the Health Care Reform Office,

which was to fund staff to assist the Assistant Secretary for na-
tional health care reform. In light of efforts in the previous Con-
gress and that this administration has not outlined anything in

specific as far as a middle-class bill of rights that health care re-

form should be part of that, this could be an office that could be
eliminated.
And, finally, Mr. Obey mentioned the Low Income Energy Assist-

ance Program. Now there are some analysts who believe that this

program is obsolete and outdated because it was in large part bom
through the energy crisis in the 1980s and that situation no longer
exists.

While many propose elimination of this program, we believe that
since it is part of an entitlement program it should be consolidated
with 70 other welfare programs and block granted for the other
States, and by doing that you would save roughly $70 billion over
seven years.

Furthermore, the private sector is also taking steps to assist low
income households, such as Pepco here in the D.C. area, in provid-
ing assistance to low income residents.

Mr. Chairman, due to time I would ask that my written state-

ment be inserted for the record.

Mr. Porter. It will be received, Mr. Liu. We realize that you had
the responsibility of covering a great deal of ground in a very short
time, but we have your written testimony that is very comprehen-
sive, and we will take that under advisement. And thank you very
much for coming here to testify today.
Mr. Liu. Thank you, Mr. Chairman.
[The prepared statement of John C. Liu follows:]
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Mr. Chairman, thank you for the opportunity to appear before the committee to testify on the important

topic ofhow to deliver the programs within the Department of Health and Human Services to the American

people in a cost effective and responsible manner. My name is John Liu. I am a policy analyst for the

Domestic Policy Studies Department at The Heritage Foundation. My testimony represents my personal

views on the FY 1995 rescissions as they pertain to the Department of Health and Human Services, and

should not be construed as representing any official position of The Heritage Foundation.

Political scientist James L. Payne, author of The Culture of Spending, found in his study of a typical

appropriations cycle in the late 1980's that a total of 1,014 witaesses appearing before the House and

Senate Appropriations Committees favored more spending for their favorite government programs while

only 7 supported spending cuts. That is a ratio of 145: 1 in favor of more spending during that period.

Payne concluded that "ordinary Americans" who overwhelmingly support smaller government "[rjarely

come to Washington to ask for government spending programs." Mr. Chairman, clearly I am not here

today to recommend new or additional spending in the Department of Health and Human Services. In fact,

as you will see from my prepared testimony, I believe that the DHHS spends literally billions of dollars

each year on wasteful, duplicative, and unsuccessful programs. These programs should be terminated.

So, at the outset of this historic new Congress, I am pleased to see yet another sign that the November

election has brought real change to Washington. Mr. Chairman, by calling this rescission hearing at this

early juncture, it is a testament to your commioncni and that of your colleagues in downsizing an

overbloated federal bureaucracy.

On November 8, 1994, the American people sent several messages to the Congress. First, it is clear that a

majority of Americans desire a dramatic reduction in the deficit. Second, the American people recognize

that this can only be achieved if the federal government balances its budget each year in accomplishing the

long overdue goal of fiscal responsibility. Contrary to the rhetoric and misrepresentations by liberal

interest groups. Congress can reduce spending dramatically without inflicting harm upon our vulnerable
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populations. To his credit, even Vice-President Gore has recognized the need to streamline the federal

bureaucracy, which has exploded since the Johnson Administration. In his attempt to "re-invent"

government, the Vice-President has outlined several proposals which could eliminate waste, fraud, and

duplication in programs within the DHHS.

Mr. Chairman, before I go into the specific rescissions, I would like to preface my testimony with some

broad principles which this committee may find of interest and use in the future. Recognizing the fact that

this committee does not have the authority to legislate on appropriations bills, an opportunity still exists to

show the American people that you will streamline the agencies within your jurisdiction without

jeopardizing the necessary services the public depends on for its well being.

First, the committee should impose a moratorium on funding for any program where the administering

agency has not and cannot demonstrate conclusively, that is has succeeded in its mission and purpose

statement. In short, a cost-benefit analysis. The heaviest burden should fall upon the oldest programs and

without a doubt, they should be held to a higher level of strict scrutiny.

Second, the moratorium should also extend to programs that can be folded into a block grant with

streamlined federal regulations and rules. The Appropriations Committee is under no obligation

whatsoever to fund programs that have been poorly designed and micromanaged. To this extent, your

committee can send a clear and resounding message to the various authorizing committees - that the initial

responsibility lies with them, and unless they can guarantee to this committee the efficacy of their

programs, no ftmds will be appropriated.

Third, as this committee reviews the categorical programs within its jurisdiction, a fundamental question

should be asked. Could these programs instead be designed and administered more efficiently by a city

council, local county board of supervisors, or private community groups? If the answer is yes, then these
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programs should be eliminated. The Congress is cur nation's legislature, and as such, should not be

injecting itself or funding programs that respond to purely local needs and conditions.

The Department of Health and Human Services is the chief example of a federal agency which Congress

has allowed to wander off from its original purpose of ensuring the public's health. Instead, this is an

agency which has given in to intensive lobbying by special interest groups through the creation and

expansion of specific programs which benefits the public in a minimal way, if at all. Today, the DHHS

administers approximately three hundred programs. To be sure, a large part of the blame rests with the

authorizing committees in Congress which are responsible for creating these wasteful, duplicative, and

inefficient programs.

Mr. Chairman, my testimony will consist of two parts. First, I will highlight the programs that should

either be eliminated, or have their funding reduced to appropriate levels. Second, while the purpose of this

hearing is focused on rescissions for the FY 95 HHS Appropriations, part ofmy testimony will reflect

policy changes that this conmiittee may seek to adopt when considering the FY 96 Appropriations bill for

the Department of HHS.

I. RESCISSIONS

HEALTH RESOURCES AND SERVICES ADMINISTRATION

HEALTH RESOURCES AND SERVICES

National Health Service Corps: Field placements & Recruitment

Combined, these two programs have been appropriated $125,148,000 for FY 95. That is $1,178,000 over

the comparable FY 94 appropriations. The primary goal of the National Health Service Corps (NHSC) has

been to provide incentives to health care professionals to work in underserved rural and urban areas. The

NHSC attempts to alleviate the shortage of health care professionals by recruiting physicians and other
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health care professionals to provide primary care services in what are designated as "Health Professional

Shortage Areas (HPSA's)." There are three principal recruitment mechanisms: the scholarship program,

the loan repayment program, and the volunteer program. Despite the financial incentives that have been

offered by the federal government to attract primary care physicians into these HPSA's, the shortage of

physicians in rural and certain urban areas remains high. This problem was highlighted during the debate

over National Health Care Reform last year.

What the Congress needs to realize is that like any other profession, physicians and health care providers

always take geographic location into consideration when deciding where they will choose to work.

Furthermore, it is relatively easy for physicians to take advantage of the program. In at least two articles

printed in the Washington Post, stories of fraud and abuse detail how the program has failed in its mission.

On April 17, 1991, Washington Post staff writer Robert F. Howe detailed this problem. U.S. taxpayers

sent a Ms. Sheila E. Carroll through four years at Georgetown Medical Center. In return, Dr. Carroll

promised to practice in an underserved area in the country. Upon graduation. Dr. Carroll was assigned to

an Indian reservation. Guess what happened? She never went. Instead, she joined a practice in Manassas,

VA ZTi'* '^n top of that, she filed for bankruptcy asking to be excused from paying back her loans. Mr.

Howe writes that Dr. Carroll is "[0]ne of more than 500 former medical students who have defaulted on

loans made through the National Health Service Corps Scholarship Program," since its inception. On June

4, 1992, another story ran in the Washington Post detailing the abuse of this program by staff writer Liz

Spayd. A Dr. Susan O'Donoghue borrowed money through the NHSC program for four years of medical

education at Georgetown University Medical Center. When O'Donoghue borrowed the money, she agreed

to work four years in an underprivileged community. Needless to say, the article goes on to describe how

she did not fulfill that obligation. The NHSC has been in existence since 1970. In its 24 years of

operation, the NHSC has done little to alleviate the shortage of physicians and health care professionals in

rural and urban areas. Unless the authorizing committee, in this case, the Conmierce Committee, can

demonstrate to the Appropriations committee the effectiveness of the NHSC, this program should be

eliminated in its entirety.
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Hansen's Disease Services

Congress appropriated $20,881,000 to support the operation of the Gillis W. Long Hansen's Disease

Center in Carville, Louisiana. According to the FY 1995 conference report, the center operates as a

research and treatment center for persons with Hansen's disease (leprosy). With respect to the research

functions performed at the center, it would be more appropriate for the National Institutes of Health to

conduct these responsibilities. If practical, treatment should be continued at the center or an alternative

health care facility (hospital, clinic, etc.) in the area. This program should be eliminated.

Native Hawaiian Health Care

Congress appropriated $2,976,000 for this program. Established in 1988, this program was created to

provide primary care services and disease prevention services. This program is unnecessary for two main

reasons. First, Hawaii is the only state in the union that requires employers to provide health insurance for

their employers, and it has public programs to provide coverage to residents not insured through the

employer mandate. Second, the network of community health centers in Hawaii are more than capable of

serving Native Hawaiians who lack private health insurance or do not qualify for Medicaid. Elimination of

this program would not adversely affect the Native Hawaiian population.

HEALTH EDUCATION ASSISTANCE LOANS PROGRAM

The HEAL program has been appropriated $29,221,000 for FY 95. Designed as a loan guarantee program,

HEAL provides federal insurance for student loans approved by private sector lenders. Students pay an

insurance premium to help offset a portion of the federal costs associated with loan defaults. In general,

the HEAL program requires the federal treasury to serve as an underwriter/guarantor for such loans.

Instead of forcing taxpayers to subsidize the costs of health care professionals. Congress should eliminate

the HEAL program. It is unfair and inequitable to force taxpayers to subsidize the medical education of

physicians and health care professionals at the expense of students in other important professional fields.

In lieu of a taxpayer subsidy, the private sector should be able to carry out this function effectively and
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the Federal National Mortgage Association (Fannie Mae) to underwrite these loans. As a matter of fact, if

run property and efficiently, such an institution could even make money while insuring loans taken out by

students pursuing health professions. Elimination of this program is recommended.

CENTERS FOR DISEASE CONTROL AND PREVENTION

INJURY CONTROL

Congress ^propriated $45,000,000 for the Injury Control Program in FY 1995. The program supports

research to identify risk factors to prevent injuries, deaths, and disabilities resulting from non-work related

environments. According to the Conference Report, the program "[f]ocuses on motor vehicle crashes,

falls, fires and bums, poisoning, drowning, and violence, including homicide, suicide, and domestic

violence." The identified goals duplicate existing efforts and programs run by other agencies such as die

Department of Transportation, Department of Commerce, and Department of Justice. This program should

be eliminated immediately.

Occupational Safety and Health

The Congress appropriated $133,337,000 to support tbe National Institute for Occupational Safety and

Health (NIGSH) for FY 95. This program devetops criteria for occupational safety and health standards,

and provides training in the recognition, avoidance, and prevention of unsafe or unhealthfiil working

conditions and the proper use of equipment While d»ese are all admirable goals, this program duplicates

the mission and purpose of the Occupational Safety and Heal* Administration which received

$3 12,500,000 in this same bill! Without a doubt, NIOSH should be eliminated.

NATIONAL INSTITUTES OF HEALTH

OfTice of the Director
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The FY 95 appropriations conference report provides $218,367,000 for the Office of the Director (OD) at

the National Institutes of Health. The report recommends that $8.5 million be allocated for the Director's

discretionary fimd. Within the Office of the Director are programs which duplicate the functions and

purpose of existing programs within the Health Resources and Services Administration (HRSA).

Specifically, I am referring to the OD's Minority Health Initiative, and Office of Research on Minority

Health. In comparing these initiatives to HRSA's programs: Centers of Excellence, and Faculty loan

repayment program, it is apparent from the conference report language that these programs should be

streamlined and consolidated. I believe this is what Vice President Gore was referring to when he stressed

the need for a leaner federal bureaucracy.

Another suspect office within the OD is the Office of Behavioral and Social Sciences Research (OBSSR).

The FY 1995 conference report states that the OBSSR will "[d]evelop an overall plan to evaluate the

importance of lifestyle determinants that interact with medicine and contribute to the promotion of good

health; foster a comprehensive research program, etc." Physicians routinely advise their patients on the

importance of healthy lifestyles such as healthy diets, plenty of exercise, the need to drink alcoholic

beverages in moderation, the harmful effects of smoking etc. It is hard to discern a need for the Office of

Behavioral and Social Sciences Research. Elimination of this office is recommended.

SUBSTANCE ABUSE AND MENTAL HEALTH SERVICES ADMINISTRATION

Substance Abuse and Mental Health Services

Clinical Training/AIDS Training

Congress appropriated $5,394,000 for AIDS training activities in the FY 95. The conference report states

that the program supports grants and contracts for the education of mental health care providers to address

the neuropsychiatric and psychosocial aspects of HIV spectrum infection. Trainees include psychiatrists,

psychiatric nurses, social workers, psychologists, family and marriage counselors, medical smdents,

primary care residents, clergy, and law enforcement officers. While $5.4 million may not seem like a
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significant amount of money for this program, I would ask the Members of this Committee to keep in mind

the following fects. This same appropriations bill ah^ady provides $16,287,000 for the Education and

training centers within the HRSA program. Furthennore, the bill appropriated $1,337,606,000 for the

Office ofAIDS Research (OAR). When President Clinton signed the NIH Revitalization Act of 1993 in

June of 1993, the OAR was required to develop a comprehensive plan for NIH AIDS-reiated research

activities which must be updated annually. This comprehensive plan is required by law to serve as the

basis for distribution and disbursement of appropriated research funds to the various institutes, centers, and

divisions within the NIH. Combined, these two programs will receive approximately $1.5 billion for FY

95. It is not inconceivable, that somewhere in this pool of fimding, that somewhere within the mission and

purpose of these programs, that clinical training/AIDS training activities will occur. In summary, this

program should be zeroed out.

Grants to the States for the Homeless (PATH)

The FY 95 appropriations conference report provides $29,462,000 for state grants for the homeless. While

it is true that many of the nation's homeless suffer from mental illnesses, the PATH program duplicates an

existing program within HRSA, the "Health Care for the Homeless" program. With respect to the Health

Care for the Homeless program, the conference report appropriated $65,445,000 for FY 95. According to

the conference report's description of the HRSA program, "The program provides project grants for the

delivery of primary health care services, substance abuse services, and mental health services to homeless

adults and children." The duplicative efforts are very clear in this situation. The PATH program should be

eliminated.

AIDS Demonstrations

Congress appropriated $1,487,000 for AIDS demonstration grants in FY 95. The Senate bill did not make

a request to fund this particular program. The conference report directs the funds in this program to be

used for the counseling of individuals who are informed that they carry the HIV virus and experience

psychological stress from this information. Again, the members of this committee should be reminded of
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the $1.3 billion that has already been designated to AIDS programs. This is independent of the

$632,965,000 tiiat has been specifically targeted for the Ryan White AIDS programs which address tiiis

issue of counseling and outreach. I respectfully submit that the AIDS Demonstrations program be

AIDS Demonstration and Training

Congress appropriated $18,026,000 for the AIDS Demonstration and Training program in FY 95. The

program is broken down into three components: Linkage, Training, and Outreach. The underlying goal of

this program is to strengthen conununications between various health care programs and the training of

health care workers in treating AIDS patients. As described in the conference report language, this

program falls squarely within the jurisdiction of the Office of AIDS research. According to the mission

statement of the Office of AIDS research, part of its direction is to improve the dissemination ofAIDS-

related information to ensure that research findings are rapidly incorporated into treatment guidelines used

by healdi care professionals. Again, the committee will find that efforts are unnecessarily being duplicated

within the Department of Health and Human Services.

ASSISTANT SECRETARY FOR HEALTH
Ofnce of the Assistant Secretary for Health

Physical Fitness and Sports

Congress appropriated $1,414,000 to fund the President's Council on Physical Fimess and Sports in FY 95.

The purpose of this council is to improve the public's health and physical fitness dirough sports programs

and athletic programs. Despite the good intentions of this program, it is not a necessary or vital function in

furthering the public's physical fitness. Our nation's schools, both public and private make physical

education a requirement as part of the educational curriculum. P.E. classes, after school sports, are the

foundation of encouraging our nation's youth to pursue physical fitness and athletic programs. Local

communities ah^ady sponsor exercise classes in neighborhood gyms. YMCA's, YWCA's, Pop Warner

football, Little League programs, etc. are all privately run and do not require the federal government to
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subsidize their programs. Neighborhood fitness centers, aerobics classes are constantly advertising in the

print, radio, and television media the benefits of getting physically fit. Health insurance companies are

providing discoimts to employers who show docimientation that their workforces are taking part in exercise

and fimess classes. Elimination of the Physical Fitness and Sports Council is overdue.

Minority Health

The FY 95 appropriations conference report provides $20,668,000 for the Office of Mmority Health. The

purpose of this office is to implement and monitor the recommendations of the Secretary's Task Force on

Black and Minority Health and for the formulation and development of policy issues affecting minority

health. Another directive from this committee to the Office of Minority Health was to "[cjany out

activities to improve the ability of health care providers to deliver health services in the native languages of

limited English proficient populations. In reviewing previous programs of the bill, one will find a

redundancy of purpose and goal in the Office of Research on Minority Health (ORMH) which is under the

auspices of the Office of the Director of the National Institutes of Health. Under the ORMH program, rwo

stated goals are clearly defmed. First, the ORMH is to improve the health status of minorities. Second, the

ORMH is to increase the participation of minorities in biomedical research. These goals are accomplished

by working with minority institutions, and community organizations to develop and fund minority health

and training programs.

With respect to the Office for Minority Health, 1 would like to offer some personal insight on how the

private sector is already reaching out to minority groups that are not proficient at speaking English.

Congresswoman Pelosi is one of the few Members of Congress who have the unique opportunity to serve a

large Chinese population. This is a group that is made up of recent immigrants, and several generations of

Chinese Americans. If you walk through the streets of Chinatown in San Francisco, over 95 percent of the

store-owners, customers, and residents speak Chinese as their fast language. In the heart of Chinatown, at

the comer of Jackson Street and Stockton, one will fmd a hospital called " The Chinese Hospital." This
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institution provides health care services to patients who have not mastered the Enghsh language and feel

more comfortable receiving health care from providers who speak Chinese. The quality of care is on par

with the other fine hospitals in San Francisco, including the infamous University of California, San

Francisco Medical Center. In Southern California, FHP Health Care, one of the nation's largest HMO's

recently announced an insurance plan that is specifically designed to serve the health care needs of

Southern California's Asian American population. It is referred to as the "Allied Plan." This HMO

connects Asian patients with a network of Asian physicians who can speak 1 7 languages and dialects. It is

predicted to succeed because in the words of Dr. Samuel K. Zia, medical director of Allied Physicians of

California, "We understand the culture, we speak the language and we care about the health of the people."

Again, the private sector is able to accomplish the same goal without taxpayer funds. Absent a compelling

argument for retaining the Minority Health program under the Office of the Assistant Secretary for Health,

the OMH should be eliminated.

Office of Research Integrity

The FY 95 appropriations conference report provides S3,885,0OO for the Office of Research Integrity. In

addition to investigating and resolving charges of scientific misconduct, the ORI is responsible for

developing scientific research policies, integrity procedures, and ethical guidelines. While the appropriated

amount is minor when compared to the overall HHS budget, it would appear that the defined duties of the

ORI are duplicating ongoing efforts within the scientific community. Again, the questions arises. Are

government bureaucrats, as well intentioned as they may be, in a better position or as knowledgeable as

experts in the field of scientific research? Elimination of the ORI is warranted.

Office on Women's Health

Congress appropriated $2,575,000 for the Office on Women's Health in FY 95. The purpose of the Office

on Women's Health is to advise the Assistant Secretary for Health on scientific, legal, ethical, and policy
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issues pertaining to women's health. The office is designated with the responsibility of setting priorities,

developing policy and guidance, and reviewing/monitoring the Public Health Service activities with respect

to women's health issues. Now, compare these functions with those contained within the two programs

under the Office of the Director at the National Institutes of Health: The Office of Research on Women's

Health, and the Women's Health Initiative. In the words of the conference report language, these two

programs within the Office of the Director is to ensure that women's health research becomes an integral

part of biomedical and behavioral research. Furthermore, these programs are specifically directed to focus

on clinical trials that may lead to possible cures or interventions for diseases that affect women:

osteoporosis, heart disease, breast and cervical cancer. When one combines the ongoing efforts at the

National Cancer Institute which has placed a high priority on research for breast, cervical, and ovarian

cancer, the need for the Office on Women's Health is suspect. Elimination is warranted.

Health Care Reform

The FY 95 appropriations conference report provides $2,760,000 for the purpose of Health Care Reform

data analysis. This funding was to support a staff assigned to assist the Assistant Secretary for Health in

the development of national Health Care Reform efforts. In light of the Administration's track record in

this regard, and the reality that comprehensive health care reform is not a component of President Clinton's

"Middle Class Bill of Rights" legislative package, the need for sustaining this staff is highly questionable.

Therefore, elimination of this staff is recommended.

National AIDS Program Office

Congress appropriated $1,750,000 to fimd the National AIDS Program Office in FY 95. The functions of

this office are to provide leadership to and coordinate HIV and AIDS-related programs with the Assistant

Secretary for Health. According to the conference report, NAPO is responsible for identifying long range

strategies that are critical in plaiming and directing the future course of the epidemic. This is a function
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that belongs to either the Office of the Director for the NIH or Centers for Disease Control and Prevention.

Elimination of the NAPO is recommended.

AGENCY FOR HEALTH CARE POLICY AND RESEARCH

Health Care Policy and Research

In general, the FY 95 appropriations conference report provides the Agency for Health Care Policy and

Research (AHCPR) with $138,642,000. The AHCPR is responsible for producing and relaying scientific

and policy-relevant information about the quality, medical effectiveness, and cost of health care. One of

the most important functions delegated to the AHCPR is the responsibility to produce the National Medical

Expenditure Survey. Issues of cost, quality, access to health care and insurance, and analyzing health care

costs associated with acute and long term care are vital to Congress' goal of reforming our nation's health

care system. This is a very valuable resource for public policy makers. Members of Congress, the

Executive Branch, and I am sure a document that Congressional health staffers refer to often.

Within the overall appropriation of $138.6 million for the AHCPR, is an earmark of $10,591,000 for AIDS

research. At the risk of belaboring the point, the House Energy and Commerce Committee in the past has

specifically and constantly stressed the importance of the Ryan White Act and the NIH Office of AIDS

Research because of their combined mission statements; among them - to pursue a cure for AIDS.

Rescinding this particular earmark not only makes good fiscal sense, but it demonstrates sound public

policy.

ADMINISTRATION FOR CHILDREN AND FAMILIES

Low Income Home Energy Assistance Program

The Congress appropriated $1,3 19,204,000 to the Low Income Energy Assistance Program for FY 95. As

the members of the committee are well aware, LIHEAP was designed to assist low income households

meet their monthly utility bills during the energy crisis in the early I980's. An energy crisis no longer
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exists in the United States. Furthennore, since the enactment of LIHEAP, the private sector, primarily

through the energy companies have stepped up to the plate and provided financial assistance to low income

households in paying their energy bills. For example, the Potomac Electric Power Company (PEPCO) has

a "check-off' program which encourages residents in local communities to contribute each month towards

a fund that helps pay the bills of lower-income residents. While many Members of Congress favor the

elimination of LIHEAP, it does not appear to be a realistic option. Therefore, some of my colleagues at the

Heritage Foundation and I believe that the LIHEAP program should be folded into 70 other welfare

programs and block granted to the states. Should the Congress adopt such a position, U.S. taxpayers would

save an estimated $500,000,000/year within the LIHEAP program.

The rescissions that are contained in this document account for $ 1 , 1 72,942,000 in potential savings to the

U.S. taxpayers. The programs that have been recommended for elimination are either obsolete, duplicative

m purpose, or can be carried out in a more efficient manner at the state and local levels.

II. BLOCK GRANTS

The second part of this presentation will focus on the three principles I outlined at the begiiming of this

testimony. Upon reviewing the hundreds of programs under the auspices of the DHHS, it is quite apparent

that a lot their functions could be easily accomplished by state health departments. Furthermore,

proponents of these federal programs have continually claimed the widespread community support for the

services that are provided. If that is truly the case, then there is no reason why the local communities

throughout the country cannot raise the necessary funds to operate these programs which are local in

nature.

Many of the members of this committee have met with their respective Governors of the states they reside

in and the overwhelming message from the Governors was simple - quit meddling in our affairs, let the

states be states, and quit tying our hands with outdated and convoluted regulations that prohibit us from
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looking after our residents in an efficient manner. Mr. Chairman, with that clear mandate from an

overwhelming majority of Americans and Governors, I would respectfiiUy submit that this Appropriations

Committee urge the authorizing committees to block grant the following programs.

HEALTH RESOURCES AND SERVICES ADMINISTRATION

Community Health Centers

Migrant Health Centers

Health Care for the Homeless

Grants to Communities for Scholarships

Public Housing Service Grants

Alzheimer's Demonstration Grants

Healthy Start

Emergency Medical Services for Children

Health Professions

Minority/disadvantaged: Centers of Excellence

Health Careers Opportunity Program

Faculty Loan Repayment

Public Health and Preventive Medicine

Health Administration Traineeships

Family Medicine Training

General Dentistry Residencies

General Internal Medicine and Pediatrics

Physician Assistants

Allied Health Special Projects

Area Health Education Centers

Geriatric Education Centers and Training

Interdisciplinary Training

Podiatric Medicine

Chiropractic Demonstration Grants

Advanced Nurse Education

Nurse Practitioners/Nurse Midwives

Professional Nurse Traineeships

Nurse Disadvantaged Assistance

Nurse Anesthetists

Acquired Immune Deficiency Syndrome (AIDS):

Education and Training Centers

Ryan White AIDS Programs

Title I -Emergency Assistance

Title II - Comprehensive Care Programs

Title III -Early Intervention Programs

Title IV - Pediatric Demonstrations

With respect to Titles I - IV of the Ryan White AIDS Programs, after the programs have

been block granted and shared among the states, the Congress should articulate in a very

precise and clear manner the following rule. In order for a state to become eligible to
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receive such fiinds, they are to divide their allotment by the number of people living

within their state infected with the HIV or AIDS virus requiring medical care.

Furthermore, each state is to provide a means tested formula to ensure that only children

and adults confronting severe financial hardships are eligible for these grants.

Rationale: The Department of Health and Human Services has either been unable

or reluctant to provide the public and the Congress a truthful

accounting of where AIDS funding has gone. The amount of federal

funds that could have gone towards basic research in finding a cure

for AIDS has uimecessarily been siphoned off and diverted to fund

special interest groups advancing their individual agendas.

As a result, countless children and adults who suffer from the

HIV/AIDS virus are deprived of a possible cure because virtually

hundreds of millions of dollars are being spent to fiind obsolete

programs.

AIDS Dental Services

Family Plaiming

Rural Health Research

Rural Outreach Grants

State Office of Rural Health

Health Care Facilities

Buildings and Facilities

CENTERS FOR DISEASE CONTROL

Prevention Centers

Sexually Transmitted Diseases

Immunization

Tuberculosis

Human Immunodeficiency Virus

Chronic and Environmental Disease Prevention

Lead Poisoning Prevention

Breast and Cervical Cancer Screening

Epidemic Services

SUBSTANCE ABUSE AND MENTAL HEALTH SERVICES ADMINISTRATION

Center for Mental Health Services:

Mental Health Block Grant (Continue)

Children's Mental Health

Clinical Training

Community Support Demonstrations

Homeless Service Demonstrations

Protection and Advocacy
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Center for Substance Abuse Treatment:

Substance Abuse Block Grant (Continue)

Treatment Grants to Crisis Areas

Treatment Improvement Demonstrations:

Pregnant/Post-partum women and children

Criminal Justice Program

Critical Populations

Comprehensive Community Treatment Program

Center for Substance Abuse Prevention:

Prevention Demonstrations -

High Risk Youth

Pregnant Women and infants

Other programs

Community Partnerships

Prevention education/dissemination

Training

Program Management
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Thursday, January 12, 1995.

CITIZENS AGAINST GOVERNMENT WASTE
WITNESS

JOE WINKELMANN, DIRECTOR OF GOVERNMENT AFFAIRS

Mr. Porter. The next group is Citizens Against Government
Waste, Joe Winkelmann, the Director of Government Waste. Is

that your title, Director of Government Waste?
Mr. Winkelmann. No. That would be a job too big, Mr. Chair-

man.
Mr. Porter. The Director of Government Affairs. We welcome

you, and please proceed.

Opening Statement

Mr. Winkelmann. Thank you, and I will talk quickly. I appre-
ciate your giving the time.

I am Joe Winkelmann. I represent 600,000 members of Citizens
Against Government Waste. Since 1986, when President Reagan
received the Grace Commission report and set up Citizens Against
Government Waste, the recommendations of that task force, which
have been adopted by Congress, have totaled more than $250 bil-

lion. Other waste-cutting recommendations that we have made
over the last two years which you all have accepted in the Congress
will save over $100 billion over the next five years.

At a time when we are still running large deficits and when the
job is not yet done, I nonetheless want to congratulate you, Ms.
Lowey, the Majority in the last Congress, because we have been
making some progress on the deficit. My job today is to help per-

suade you that we have got a big job left to do, and until it is done
no one is off the hook.
So if I can proceed, I will just skip through my testimony. And

if I have any time left, I would invite any questions.
We have got to reverse old assumptions. Congress has viewed

programs as perpetual without taking time to evaluate their worth
and effectiveness.

I heard earlier testimony, a question from Mr. Riggs, about why
don't we look at whether the programs work rather than say how
much money can we save or how many people can we cut. I think
that has got to be our premise from now on. Not how much money
was spent last year or what the current services baseline is but
whether the money should be spent at all. And I will make some
recommendations on where I think you can just start cutting, zero

out, using the zero power of this committee.
This is not the government's money, Mr. Chairman. I don't need

to tell you that. But it is the taxpayers' money, and I want to say
that on the record. Because of that, every expenditure must be
viewed from the ground up instead of making an assumption that
everything is somehow sacrosanct.

In President Clinton's February, 1994, submission of the budget,
he recommended a number of programs that should be cut. This is

the President of the United States, and obviously there are political

disagreements, but in light of the deficit we have got, the fact that
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many of those programs survive does not comment well on the na-
ture of the deficit. We recommend strongly that you all adopt every
one of the President's rescissions and get them off the table.

These include: foreign language assistance, consumer and home-
making education, and the Eisenhower leadership program. Pork
barrel spending encourages citizens to take a cynical, self-serving

view of their role in the political process, not to mention you all's

role in the political process that legitimizes the politics of plunder.
And I would like to draw your attention to incredibly similar op-

ed pieces in two radically different newspapers. Bob Samuelson
yesterday in The Washington Post and Bill Murchison in today's

Washington Times, not exactly sister publications. Both said the
same things. We have confused the difference between what we
want and what is a national need, and that has just got to stop.

This book is full of things that I like and I want and you like

and you like. They are not national needs. And the sooner we stop
that kind of mentality, the sooner it will msike, I think, your job
a lot easier, whether it is on this rescissions bill or whether it is

in writing the 1996 and 1997 budgets—or excuse me—appropria-
tions.

Each year, we chronicle in our Pig Book a list of what we con-
sider the follies of Congress, the most egregious examples of pork
barrel spending.

I testified earlier today on the line item veto, and I was asked
by Karen Thurman what is pork barrel spending. You all have es-

tablished the criteria we use for pork barrel spending. Pork Busters
Coalition has established seven criteria for what constitutes pork,
and in view of those seven criteria we consider any one of them to

make it pork. I think the criteria used by the coalition is that if

three of them are met.
What are these criteria? One, was it requested by the President?

Is it specifically authorized? Is it competitively awarded? Is it re-

quested by only one Chamber of Congress? And, goodness knows,
there has been enough stuff that hasn't made it into either bill, and
it comes out somehow in the conference report. Was it ever the sub-
ject of a congressional hearing? Does it serve simply a local inter-

est?

Steve Horn, in his questioning of me in the line item veto hear-
ing, asked a question. He said, how would we have expanded to the
west, because somebody could have accused us of doing just pork
barrel spending. And I wanted to draw the attention here to the
same point I made to him. There are some things, because of the
externalities of our economy, because of the scope of the project

—

and I would just give you a couple.

Breast cancer research and AIDS research, a space station.

These are projects that cannot be undertaken by any other entity

in this country except the Federal Government, and Citizens

Against Government Waste has no problem with them. We want
them efficiently run, but we don't quarrel with that. We do quarrel
with a program that is earmarked in an appropriations bill and
goes into somebody's district and there is log rolling, and basically

we are playing politics as usual.
When you all get a zero budget deficit, maybe even a surplus, we

will stop hollering about the pork that is in the bills.
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We have a long list in my written testimony, Mr, Chairman, of

projects that we have identified as pork, and I would urge you to

zero them out to the extent that they are reduced by some amount
to bring them into line with the President's request or the request

of one or more Houses.
Oftentimes, we identify as pork spending that you want a dollar

and you want five, and we would come up with eight. Clearly, there

is no reason not to have legitimate conferences when you go to con-

ference.

The excessive self-serving pork can be eliminated. It is not going
to be politically easy. It is politically necessary.

I think if you watch the election results, a very strong message
was sent that the people of this country are tired. There is one way
you can do it, and you can do it across the board. Take a no ear-

marks pledge, Mr. Chairman. Ask every member of your sub-

committee to take a no earmarks pledge and then demand that the

other body live with it. Don't take Senatized pork.

Mr. Porter. If I can say so, Mr. Winkelmann, we don't earmark
on this subcommittee. The other body does.

Mr. Winkelmann. I apologize for preaching to the choir. It was
important, and that was the point I wanted to make. Senatized
pork is no better if it is inserted over here in the conference, and
I accept the correction. I appreciate it. I don't have a long history

with this subcommittee. We didn't get invited much here before,

and so I apologize for my not knowing the practice here.

You also can make government smaller by using the zero power
that you have, and you can start with job training programs in the

Labor Department, and you can start with contractor abuse in the

Labor Department. The IG over there has done some wonderful
work on contractor abuse, and he is being fought by the political

appointees of the Clinton administration who run the Department
of Labor. He needs your help.

I would like to also urge that if you are looking for a department
to dismantle, start with the Department of Education. It is tradi-

tionally, long before we have ever been on this earth, a local re-

sponsibility. I think it has gone far out of hand.
I would be more than happy to go through a list of programs that

are outrageous that have been funded by this government. We have
taxpayer dollars that should be funded, if at all, at the State and
local level.

Final comment I would like to make—and I have no idea if I

have run out of time. I appreciate your patience.

There is much talk about block granting and sending to the

States—^block granting, cutting and sending to the States.

I am reminded that Speaker Gingrich coined a phrase, and I will

not allude to the Member to whom he referred when he talked

about the tax collector for the Welfare State.

Mr. Chairman, I believe that much of the block granting propos-

als that we have heard will simply put this committee and this

Congress in the position and the role of tax collector for the Wel-
fare State. Before you send a problem and a chunk of money to the

States, such as education programs, decide whether there is any
reason at all to take that money out of taxpayers' pockets at all.
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Senator Phil Gramm, after understanding the enormity of what
you have inherited here in terms of the power and control of Con-
gress, made a point that I think is incredibly common sense. He
said, nobody in Congress and nobody in the executive branch
knows as much about how to feed and house and teach their chil-

dren than the parents of this country.

So, Mr. Chairman, as radical as it may sound, before you block
grant something and keep it in perpetuity, why don't you look at

the possibility that we don't need to be collecting all of the taxes
dollar for dollar that go to the Education Department, the Depart-
ment of—of course, obviously, HUD is not in your jurisdiction, but
you get the point. Let's leave the money in taxpayers' pocketbooks,
and let them decide where they send their kids to school.

Mr. Chairman, I appreciate the chance to be here. I apologize for

being somewhat discombobulated, but this is my maiden voyage.
Mr. Porter. We didn't think you were discombobulated at all.

Your testimony was very, very good. We very much appreciate it

and will take it to heart and thank you for being here. Thank you,
Mr. Winkelmann.
Mr, Winkelmann. Thank you very much. Appreciate it.

[The prepared statement of Joe Winklemann follows:]
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Testimony of

Joe Winkelmann,

Director of Government Affairs,

Citizens Against Government Waste

before the

House Labor, Health and Human Services, & Education Subcommittee on

Appropriations

January 12, 1995

Good morning, Mr. Chairman. Thank you for the opportunity to testify today

before the Appropriations Subcommittee on Labor, Health and Human Services, and

Education. My name is Joe Winkelmann and I represent the 600,000 members of the

Citizens Against Government Waste (CAGW). Your interest in CAGW's comments are a

true indication of the tidal wave of change that swept the country on November 8th.

CAGW was created 1 1 years ago after Peter Grace presented to President Ronald

Reagan 2,478 findings and recommendations of the Grace Commission (formally known
as the President's Private Sector Study on Cost Control). These recommendations

provided a blueprint for a more efficient, effective, less wasteful, and smaller

government.

Since 1986, the implementation of Grace Commission recommendations has

helped save taxpayers more than $250 billion. Other CAGW cost-cutting proposals

enacted in 1993 and 1994 will save more than $100 billion over the next five years.

CAGW has been working tirelessly to carry out the Grace Commission's mission to

eliminate government waste.

Last week, the Mighty Morphin Power Rangers made an appearance on Capitol

Hill. But you and the other members of the appropriations committee have the

opportimity to be the real power rangers. Children and adults alike will appreciate the

work you do to morph the mentality of the federal government's out-of-control spending

machine. This subcommittee has the opportunity to show taxpayers that you got the

message last November. Use your "zero power" to simply eliminate funding for

programs. You can cut government waste and create a smaller govertmient.

Mr. Chairman, you and the members of this subcommittee face one of the most

important tasks confronting our country ~ eliminating pork-barrel spending and fimding

the restructuring of departments and agencies under your jurisdiction. Not only do you

have an opportunity to save tax dollars, but you also have the chance to alter the power

structure and the log-rolling that too often occurs with appropriations.

The first step is to reverse some old assumptions. Congress has often viewed

programs as perpetual, without taking enough time to evaluate their effectiveness. The
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premise has been: How much was spent last year, and how much are we supposed to

spend this year, rather than whether the money should be spent at all. This is, after all,

not the government's money ~ it's the taxpayer's. Every expenditure should be viewed

from the ground up - instead of making the assumption that everything is sacrosanct.

By asking CAGW to recommend specific rescission proposals under your

jurisdiction, you £ire making the first step in regaining the trust of the American taxpayer.

Discretionary spending is one-third of the federal budget; it's real money. It's time to stop

taking our tax dollars and start making tough choices.

That's why we welcome this hearing and the fresh look you have pledged at every

program under your jurisdiction.

In February of 1994, President Clinton called for the elimination of specific

programs in his budget for fiscal year 1995. Unfortimately, many of these programs

survived. In the spirit of true partisanship and patriotism, make sure that these and other

pork-barrel items are rescinded. Items that the president tried to eliminate, but still

survive, include: foreign language assistance, consumer and homemaking education, and

the Eisenhower leadership program.

Many in Washington dismiss pork as a minor problem in the grand scheme of

fiscal policy. Their standard argument runs about as follows: Pork adds "only" a few

billion dollars to the federal budget. So eliminating pork would hardly put a dent in the

deficit. This argument makes the very size of the deficit an excuse to waste even more of

the taxpayers' money. The main problem with the "pork is small potatoes" argument,

however, is that it's just plain wrong. Not only does pork eat a bigger slice of the federal

budget than most observers realize, it is a root cause of some of our nation's most

debilitating fiscal and political pathologies.

The biggest cost of pork cannot be measured in dollars and cents. More critical

than sheer monetary losses is the corresponding debasement of the political process. In

order to bring home the bacon, lawmakers have repeatedly twisted or broken the rules

Congress has established to ensure that public monies are allocated fairly and effectively.

Hundreds of projects are funded armually without benefit of a hearing, without proper

legal authorization, without being subjected to a competitive test, and in violation of rules

against earmarking. Whether our form of government can long endure when lawmakers

show so little respect for due process is an open question.

Education infrastructure grants received $100 million in FY 1995 through the

Senate with no budget request. It's an outrage for a $100 million program to be fimded

with only one requesting chamber and no budget request. The American taxpayer will

never trust you with their money ifyou can't follow your own system of "checks and

balances."
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Pork has had a detrimental effect on House-Senate conference committee

deliberations. The conference is supposed to iron out differences between the two

chambers. The conference committee was not set up to be a magician's hat where

projects magically appear. What's pulled out of the hat is not a rabbit, but a pig. The

conference committee has become a proverbial fairy godmother to politicians. The

practice of creating programs and projects that have no basis in either body of Congress

has become far too commonplace.

Pork-barreling encourages citizens to take a cynical, self-serving view of their role

in the political process. It legitimizes a politics of plunder, enticing citizens to demand
special favors at the expense of other districts and states.

Mr. Chairman, CAGW has annually chronicled the pork-barrel follies of Labor,

HHS, and Education with our Pig Book. In compiling the Pig Book, we look at all

appropriations and through seven criteria determine whether or not a project is pork. The

criteria have been established by CAGW and the Porkbusters Coalition, comprised of

senators, representatives and other public interest groups. A project is pork if it: is

requested by only one chamber of Congress; not specifically authorized; not

competitively awarded; not requested by the president; greatly exceeds the president's

budget request or the previous year's funding; not the subject of a congressional hearing;

or, serves only a local interest. CAGW calls it pork if it meets only one of these criteria;

the porkbusters require three of the seven criteria to be met and have introduced

legislation to eliminate pork-barrel items in each of the last two sessions of Congress.

When considering rescissions, here are some recommendations that we have

identified in recent Pig Books:

O $80 million was added in conference for the Low Income Home Energy Assistance

Program.

O $20 million was added in conference for Community Economic Development.

O $4 million was added by the Senate for the Dwight D. Eisenhower leadership

program.

O $2.5 million was added by the Senate for the National Writing Project.

O $1.8 million was added by the House for Early Intervention Scholarships.

O $750,000 was added in conference for a Glass Ceiling Commission in the Department

of Labor.

O $750,000 was added to the Department of Labor for the National Center for the

Workplace.
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O $700,000 was added by the House to study civilian airline training needs due to the

effects of military downsizing. According to the appropriations subcommittee staff,

there is no evidence that this study is necessary.

The 1995 Pig Book, due out on February 1 5, will deliver more bad news to the

American taxpayer. There's still pork in the Labor, HHS, Education Appropriations. For

1996, CAGW would like to issue a pork-free report. Here's a sneak preview of the J 995

Pig Book:

O $10 million was added in the Senate for foreign language assistance. In declining to

request funding, the administration contended that the program was "poorly

structured."

O $6 million was added by the Senate for civics and English education grants in the

Department of Health and Human Services.

O $4 million was added by the House for the Mary McLeod Bethune Memorial Fine

Arts Center in the Department of Education.

O $3 million was added by the Senate for the international education exchange in the

Department of Education.

O $936,000 was earmarked in the Senate for the Palmer Chiropractic School in

Davenport, lA to conduct chiropractic demonstrations.

AH of this excessive, self-serving pork can be eliminated. Politically, there is

only one way to do so: by having each member of this subcommittee take a "no

earmarks" pledge.

Mr. Chairman, you can make government smaller not just by cutting the pork. By
using your new "zero power" ~ simply eliminating funding for programs ~ you can also

attack waste and mismanagement elsewhere in the Departments of Labor, HHS. and

Education and related agencies imder your jurisdiction.

Before approving the expenditure of one tax dollar on programs under your

jurisdiction, members of this subcommittee should ask themselves two questions: (1) is

this project worth the further weakening of our representative government? , and (2) is

this a project that I want my children and grandchildren to be responsible for paying?

When considering rescissions for this fiscal year, those same questions should be asked.

Some comedians have made a living off the pork-barrel follies of Congress.

While pork draws attention, it's not fuimy to the taxpayers who have bome the burden of

excesses for decades. Whether it be an unnecessary program, or a deserving one that

circimivents the proper procedures, closer scrutiny must be paid to eliminate this
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embarrassing waste of tax dollars. Each pork-barrel project represents a serious

breakdown in the system that causes billions of dollars to be wasted annually.

Eliminating pork is not a trivial pursuit or quixotic exercise, but a fiscal and

political imperative. Pork promotes fiscal profligacy, weakens the capacity of citizens to

hold elected officials accountable, subverts procedural safeguards established to check

and deter abuses of power, and debases the civic culture. Eliminating pork would do

much more than shave a few billion dollars from the deficit. It would detoxify the

appropriations process and make electoral contests more competitive. A pork-free

Congress would be more attuned to the wishes and interests of taxpayers, and less pliant

to special interest pressure.

There are steps that can be taken to stop this insane waste of our tax dollars. But

unless something is done immediately, the American public will continue to lose

confidence in the system and their trust will be even harder to regain.

To end the pork infestation on Capitol Hill, Congress should: (1) establish a

procedure to rescind all spending items determined to be pork on the basis of objective

tests; (2) grant the president line-item veto authority; (3) prohibit any member from

placing a project specifically benefiting his district or state into a bill under consideration

in his committee; and (4) prevent any physical structure or other project from being

named after a member of Congress until 10 years after he or she has left office.

All projects that meet any one of the Congressional Porkbusters Coalition criteria

should be terminated. As mentioned above, a project is pork if it: is requested by only

one chamber of Congress; not specifically authorized; not competitively awarded; not

requested by the president; greatly exceeds the president's budget request or the previous

year's funding; not the subject of a congressional hearing; or, serves only a local interest.

Congress' practice of bundling hundreds of separate spending items into gigantic

appropriations bills renders the presidential veto all but useless in the fight against pork.

The power to veto and reduce line item in spending bills would enable the president to

remove pork and fat from the budget without disturbing the normal flow of business.

According to the General Accounting Office, line-item veto authority could have reduced

federal spending by more than $70 billion during FYs 1984-89.

Martin Gross, author of best-selling books on government waste, offers an

ingenious proposal to suppress pork. Most pork-barrel waste originates in the

appropriations committees. Congress should adopt a rule that no committee may approve

an appropriation that singles out any of its members' districts or states for special benefit.

Committee members might try to get around this restriction through political horse

trading: "You put my project in your bill and I'll put yours in my bill." However,

Congress could define such deals as unethical behavior and enforce the new anti-pork

rules.
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Members have often approved projects that become reminders of their ability to

"deliver the goods" back home ~ their names appear on parks, buildings, and other

physical structures. This subcommittee can take the lead in eliminating these

inctmibency protection monuments by prohibiting the naming of any project after a

sitting member of Congress and establishing a reasonable time limit ~ perhaps 1

years ~ beyond retirement before a member's name can be used.

Only someone who imagines that federal funds are somehow "fi-ee" and do not

first have to be taken from working Americans would confiise pork with petty cash. The
proper comparison is not between pork and the total federal budget, but between pork and

the average family budget. In 1994, a median-income, two-earner family paid $5,581 in

federal income taxes. This means that $10 billion in pork wastes the combined taxes of

approximately 1 .8 million median income families. Current funding rules do not allow

cuts in discretionary spending to be used to pay for tax cuts. In principle, however,

eliminating $1 billion in pork could provide SI,000 in tax relief to 1 million American

families.

People are calling for smaller government and less intervention in their lives.

Giving power back to the people also means eliminating whole departments. An
excellent place to start would be with the Department of Education. President Reagan

tried unsuccessfully to dismantle the Department, but there is renewed support. Some
education experts say the Education Department has little impact on the quality or content

of children's educational experience — particularly since that responsibility rests with

state and local governments that spend more than 90 percent of all money going to

education.

Martin Gross suggests that the Department of Education has not educated one

child and that education should be a local rather than federal concern:

This agency is not a tragedy waiting to happen. It has already happened. Despite

the fact that it will spend $31 billion this year, it has the honor of not educating

one single child. Education is historically a revered local function. Washington's

attempts to help it, or capture it, depending on your viewpoint, have all been

failures. We all want more money for our troubled education system, but

Washington is the worst place to put those dollars.

Congress usually has good intentions when appropriating money, but the power to

do good is also the power to do mischief with our tax dollars. Care must be taken when
looking at individual projects; the more open and honest you are, the more likely a

project is to withstand the light of day.

There has also been considerable criticism of another program under your

jurisdiction, the Corporation for Public Broadcasting. Use your "zero power" to force

CPB to live or die on the quality of its programming. It's highly unlikely that viewers
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will be turned off by more fund raising appeals, or, if necessary, commercials. Quality

programs will survive; like any other competitive venture, non-quality programs will not.

CAGW shares your concern over fiinding of the president's vaccination program

and whether those most in need of vaccinations are being served in a cost-effective

manner. We will work with you to assure that our tax dollars are not wasted in an effort

to provide a much-needed service.

There are other miscellaneous programs and commissions funded by this

subcommiuee that should be closely scrutinized. Do we really need to spend $900,000

on the National Commission on Libraries and Information Sciences? Or $1 1 million on

the U.S. Institute of Peace? The line must be drawn, Mr. Chairman, and these and other

programs must re-justify their existence ~ or at least their need for our tax dollars.

By adopting the changes recommended by CAGW, this subcommittee can signal

a new beginning that other subcommittees can follow.

People want their power back. By cleaning up the appropriations process, you

can make a difference. Discretionary spending is one-third of the federal budget; it's real

money. It's time to stop taking our tax dollars and start making tough choices.

Taxpayers are no longer amused by inadequate and irresponsible management of

our government, because their future is in jeopardy. The budget crisis cannot be ignored,

and that's why their amusement has been replaced with outrage. Members of this

subcommittee must be equally as outraged. You hold the "zero power" to cut the waste.

Restoring fiscal sanity to our nation is the most important job for the 104th

Congress. The country is awash in a sea of red ink, and every day slips perilously closer

to bankruptcy. The national debt is expected to rise to nearly $6 trillion by the end of the

century. This is not the legacy that we should leave to our children and grandchildren.

Spending has not been cut to the bone. Money is being wasted daily and the clock is

ticking. We're sitting on a fiscal time bomb that needs to be defused.

You have an opportunity to continue the mission that Peter Grace and Ronald

Reagan started 13 years ago when President Reagan signed Executive Order 12369 in

1982 formally establishing the President's Private Sector Survey on Cost Control, and to

deliver on the call for change made on November 8th.

If you don't take the right steps now, there may never again be such an

opportunity to make the fundamental changes that need to be made.

This concludes my testimony. I'll be glad to answer any questions you may have.
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Thursday, January 12, 1995.

60/PLUS

WIT^fESSES

ROGER ZION, HONORARY CHAIRMAN
JIM MARTIN, CHAIRMAN

Mr. Porter. Now to testify on behalf of 60/Plus, a former col-

league of ours, a Member of Congress from Indiana, Roger Zion,

who is the Honorary Chairman, and Jim Martin, the Chairman.
Welcome.
Mr. ZiON. Thank you very much, Mr. Chairman. Johnny's walk

from Minnesota was to introduce a resolution to call a roll. His
walk to Zion wound up with a dare. And I don't know if it was a
great idea, but I was in the gym a lot.

Hey, thanks for your patience. We appreciate the opportunity to

be here. We are both honored and pleased. And, you Imow, I would
give my eyeteeth to be a Member of this 104th Congress because
you guys have a golden opportunity to balance the budget and sig-

nificantly reduce the dependency on drugs, alcohol, welfare and so

forth without even touching entitlements.

Opening Statements

Mr. ZiON. I have written a book I am very proud of in which I

analyze most government programs and show how they have grown
to the point where they are now counterproductive, some of the
areas and some of the subjects in your area. 1993, through the
Supplemental Security program, $1.4 billion were sent to drug
users and alcoholics to help them continue their addictions; since

1960, taxpayers have sent $3.5 trillion to welfare recipients, bene-
fits greater than they could receive from entry-level jobs.

A friend of mine has just built a restaurant, a Wendy's in Evans-
ville, Indiana, within easy walking distance of public housing. He
has put up ads offering $6 an hour for people to work. Nobody
shows up. They are better off taking all the government programs.

I was sitting next to Jack Kemp when we first discussed the Aid
to Families with Dependent Children. He gave me the elbow as he
was inclined to do. He said, we start subsidizing illegitimate ba-
bies; we are going to be up to our neck with them. Well, how right

he was. The Aid to Families with Dependent Children has made il-

legitimate children the fastest growing crop in the country, from
3.7 million in 1983 to 6.3 miUion in 1993. In 1991, this cost the tax-

payers $12.8 billion. That doesn't count food stamps, child nutri-

tion, Medicaid, housing and so forth.

1982, there were 127,000 aliens receiving supplemental security

income; 1993, 632,000. 1992, illegal immigrants cost us $4 bilHon
for education, $820 million for Aid to Families with Dependent
Children, $7 billion for assistance and displaced people.

How right Jack Kemp was. You start subsidizing, start paying
them, they are going to be here.

One of my pet peeves, and it has been mentioned, is the Depart-
ment of Education, which is run by the teacher unions. The NEA,
just to name one of the unions, collects $750 million ripped from
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the pockets of the teachers to influence education policy. This is

their agenda—compulsory unionism, teacher strikes, nuclear
freeze, gay rights, D.C. Statehood, collective bargaining for migrant
workers. How about that for an education agenda? An NEA bul-
letin stated the major purpose of our association is not the edu-
cation of children, it is the extension of our members' rights. The
Department of Education ought to be abolished.
The billions of dollars should be spent by local schools, as the

gentleman just before me so adequately pointed out, not the Fed-
eral Government. If you are not going to abolish the Department
of Education, certainly you should prohibit Federal dollars going to

any school system that discriminates against teachers who refuse
to join a union.

In conclusion, there are 62 separate Federal commissions,
boards, foundations, conferences and agencies. Each has an admin-
istrator, congressional liaison, many other staff people. I urge you
to give them a critical cost-benefit test to see if they have not be-
come counterproductive.
Government programs are like cancer cells—^they grow and grow

until they take over the whole organism. If you ignore them, they
continue to grow if you treat the symptoms, but the patient dies.

You can retard the growth with chemotherapy, but the problem
still exists. The only proven way to solve the problem of cancer is

radical surgery.
It is time to face the facts. Many government programs cause

many more problems than they solve. It is time to cut them out.

Thank you so much.
[The prepared statement of Roger H. Zion follows:]
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includes compulsory unionism, teacher strikes, nuclear freeze, gay rights, D.C.

Statehood, and collective bargaining for migrant workers. An NEA bulletin

stated that: "The major purpose of our association is not the education of

children, it is the extension of our members' rights." The DOE should be

abolished. The billions of dollars should be spent by local schools, not the

federal government. If not completely abolished, certainly you should prohibit

federal dollars going to any school system that discriminates against teachers

who refuse to form a union.
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There are 62 separate federal commissions, boards, foundations, conferences and agencies.

Each has an administrator, congressional liaison and many other staff members. I urge you to

give them a critical cost-benefit test to see if they have not become counter-productive.

Government programs are like cancer cells. They grow and grow until they take over the

whole organism. If you ignore them they continue to grow. You can treat the symptoms but

the patient dies. You can retard the growth with chemotherapy but the problem still exists.

The only proven way to solve the problem is with radical surgery. It is time to face the fact

Many government programs cause more problems than they solve.

They must be eliminated.

END

The 60/Plus Association is a two-year-old seniors' advocacy group with a free enterprise, less

government, less taxes approach to issues, with 225,OOCM- supporters nationally.
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Mr. Porter. Jim Martin, Chairman.
Mr. Martin. Thank you. I am Jim Martin, chairman of 60/Plus,

a two-year-old senior citizen lobby organization which has a philos-

ophy of less government, less taxes; and we are supported by
225,000 people nationally in the two years we have been in exist-

ence. I have submitted a detailed statement, with support docu-
ments, for the record. Let me thank this subcommittee and tell you
that seniors and their heirs appreciate the difficulty of your task
to cut the deficit, but I can guarantee you they will say, "Right on,"

when you do.

Where to cut? I would like to quote the great Illinois statesman,
Senator Everett McKinley Dirksen, in response to objections that
million-dollar cuts were trifling for multibillion-dollar budgets. The
late Minority Leader eloquently laid that quaint notion to rest.

He said, I think it was, "A billion here, a billion there, and pretty
soon you are talking about real money." I believe it was "a million
here" and "a million there," back in those days—memory fails me;
it was years ago—the point being that you have to start some-
where.

Since 60/Plus is a senior lobby, we submit that the "Cajun scal-

pel" can slice $196 million of taxpayer dollars from three senior
groups who are 45, 37 and 34 years old. Ask a room full of seniors
if they have heard of AARP, all their hands will go up, the Amer-
ican Association of Retired Persons. Ask the same group if they
have heard of NCOA. No, I don't mean the Noncommissioned Offi-

cers Association, which I have been asked before, or the NCSC. No
hands will go up.

Let's go to the NCOA. That is the National Council on Aging.
They received $41.1 million in government—read taxpayer—grants
in 1993, of which $32.5 million was funneled out for temporary job
programs. The AARP got a whopping $86.3 million in govern-
ment—read taxpayer—money in 1992. The National Council on
Senior Citizens, the NCSC, got $68.7 million in taxpayer dough in

1992.
Skipping to the NCOA, which keeps a low profile, let's examine

what we might call the "whale," AARP, and one of the "minnows,"
or the small groups. And there are others. There are dozens of sen-

ior groups out there, but these are the big three.

Let's turn to the NCSC briefly here. A little research reveals the
enormity of the problem of trying to ferret out what I call "the dis-

pensers of Federal funds." It could be at HHS, Labor, Education
Department, HUD, Commerce, Treasury, EPA—almost everywhere
except the DOD—and I wouldn't be surprised if it weren't there,

too. Since Great Society days, $5 trillion later, these programs have
grown like Topsy.
Under President Carter, for example, the NCSC received

$149,929,984—$3,012,247 from the Community Services Adminis-
tration, $471,560 from the Justice Department, $339,167 from the
Department of Health and Human Services, $264,860 from the Ad-
ministration on Aging, another $122,370.60 from the Federal Trade
Commission.

Presently, the NCSC received $68 million in fiscal year 1992
through, I believe it is Title V of the Older Americans Act of 1965.

All together, the Older Americans Act of 1965 cost $1.2 billion to
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operate for fiscal year 1995. The money issued under the Act is

done so by the U.S. Departments of Labor, HHS, Education and
the EPA to nonprofit groups such as NCSC and AARP and others.

The record is replete with highly politicized instances through
the years by these groups, and my supporting documents, I think,

will show that. There is nothing wrong with politicking, but don't

do it at taxpayers' expense, is our message today.
Do what other groups did—do. If you sell your program, the pub-

lic will make voluntary donations to your cause. If you defund
these groups and level the political playing field, what will happen
to them? They will survive if they have a salable program.
For example, when Speaker Gingrich was quoted, I think back

in December, wanting to zero out CPB funds, Sharon Rockefeller
was asked and she replied, "We will not only survive without pub-
lic funds, but we will prosper." We believe other taxpayer-sub-
sidized political groups ought to follow her lead. The country could
move that much quicker toward a balanced budget, which 80 per-

cent of the country is calling for, seniors included.
AARP started out as a vehicle to provide insurance for seniors,

a lofty goal. Its founder said it would seek no, quote, "government
subsidy," unquote. Now it is benefits driven and not issue oriented
except when it comes to government—read taxpayer—handouts.
The NCSC started as a clearing house on matters of interest to

seniors, but it eventually abandoned its seniors' focus for what it

called "a balanced effort on behalf of all segments of society."

Recommendations of the 60/Plus Association:
One, use your committee powers to investigate Federal funding

of nonprofit advocacy groups regardless of political philosophy.
There are statutory prohibitions against such use or should be, if

not.

Two, just as Congress is calling for an audit of its own house, so
should there be audits of all these programs.

Three, Federal funds to nonprofits that operate PACS should
stop.

Five, wipe out the slate of delegates to the 1995 White House
Conference on Aging. Start over with a new blend of delegates with
a more representative viewpoint, especially since 70 to 75 percent
of seniors are conservative and the delegates now selected are
weighed almost exclusively with AARP/NCSC delegates with a
clearly liberal bent. I am saying, these delegates were all chosen
before November. As a private organization with a clearly different

philosophy in the eighth inning or bottom of the ninth, we were
learning the process of how to get delegates to attend.
Anyway, in conclusion, I think we should stick to seniors issues

or stop using the seniors' good name.
Thank you.
[The prepared statement of Jim Martin follows:]
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The point being that you have to start
somewhere. Where to start?

Since 60/Plus is a senior lobby, we submit
that the 'Cajun scalpel' can slice $196 million of
taxpayers dollars from three seniors' groups who
are 45, 37, and 34 years old.

The oldest, the National Council on Aging
(NCOA) received $41.1 million in government (read
taxpayer) grants in 1993. The American
Association of Retired Persons (AARP) got a
whopping $86.3 million in government (read
taxpayer) money in 1992. The National Council of
Senior Citizens (NCSC) got $68.7 million in
government (read taxpayer) dough, also in 1992.

Skipping the NCOA, which keeps a low profile,
let's examine the whale, AARP and one of the
"minnows" (there are others), the NCSC.

A little research reveals the enormity
of the problem of trying to ferret out "dispensers
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Since Great Society days, $5 trillion dollars
later, these programs have grown like topsy:

Under President Carter, NCSC received $149,929,984.

Additional new funding included:

$3,012,247 from Community Services Administration (FY

1978 and 10/20/78)

;

$471,560 from the Justice Department (FY 1978-1981);

$339,167 from the Department of Health and Human
Services (FY 1980-1981);

$264,860 from the Administration on Aging (FY 1980-

1982) ; and

$122,370.60 from the Federal Trade Commission (1976-

1981) .

Presently, the NCSC received $68 million (FY 1992)

through Title V of the Older Americans Act of 1965. Title V
is a $410 million government program set up to provide part
time (20 hr. per week), minimum wage jobs to seniors (55 and
over) .

Altogether, the Older Americans Act of 1965 costs 1.2
billion to operate (FY 1995)

.

The money issued under the Act is done so by the US
Departments of Labor, Health and Human Services, Education,
and the Environmental Protection Agency, to "non-profit
organizations," such as the National Council of Senior
Citizens, National Council on the Aging, and the American
Association for Retired Persons.

The record is replete with highly politicized instances
through the years by both. Nothing wrong with politicking,
but don't do it at taxpayer expense.

Do what other groups do. If you sell your
program, the public will make voluntary donations
to your cause.

If you defund these groups and level the political
playing field, what will happen to them?

(next page, please)
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They'll survive, if they have a salable program. When
Speaker Gingrich was quoted December 6th wanting to "zero
out CPB funds", Sharon Rockefeller replied "we'll not only
survive (without public funds) but we'll prosper."

Other taxpayer subsidized political groups ought follow
her lead. The country could move that much quicker toward a
balanced budget, which 80% of the country is calling for,
seniors included.

AARP started out as a vehicle to provide insurance to
Seniors, a lofty goal. Its founder said it would seek no
"government subsidy." Now it is benefits driven, not issue-
oriented except when it comes to government (read taxpayer)
hand outs.

The NCSC, too, started as "a clearing house on matters
of interest to seniors." But it eventually abandoned its
seniors' focus for what it called "a balanced effort on
behalf of all segments of society."

Recommendations by the 60/Plus Association:

1) Use your Committee powers to investigate federal
funding of non-profit advocacy groups.

2) Just as Congress is calling for an audit of its own
house, so should there be audits of all these programs.

3) Federal Funds to non-profits that operate PACs
should stop.

4) Wipe out the slate of delegates to the 1995 White
House Conference on Aging. Start over with a new blend of
delegates with a conservative viewpoint, especially since
70-75% of seniors are conservative at any given time and the
delegates now selected are weighted almost exclusively with
AARP/NCSC delegates.

Let's stick to senior's issues, or stop using the
seniors' good name. Thank you.
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January 12, 1995

Testimony by Jim Martin, Chairman 60/Plus, before the House Appropriations Subcommittee on Labor,

Health and Human Services, and Education,

Mr Chairman and Members of the Subcommittee:

As a young reporter covering Capitol Hill 33 years ago, 1962-1963 and 1964, and then as an aide in the

House and Senate for six years, I can appreciate the hard work and long hours that go into these

hearings.

I appreciate the opportunity to testify. When I received my invitation to appear, I was struck by the

Chairman's opening sentence and I quote "The role of the Appropriations Committee will change in the

next Congress from that of a spending body to that of a budget-cutting outfit, working to achieve a

balanced budget by the year 2002, if not before."

In that spirit I'm here to offer specifics about where to wield, not an axe, as some have suggested, but

a "cajun's scalpel" in the words of Chairman Livingston.

As head of a two-year old Senior's lobby organization, Ive had occasion to bump into the giants in the

Senior lobby field and I've discovered what many of you already know or are becoming aware of: The

Senior lobby is dominated by one well-known leviathan, but it is just one of several dozen, many of

whom use tax dollars to lobby Congress, most of whom have a clear Big Government, big spend

philosophy.

My objective is to shed light on what I call the Big Five and more specifically upon the Big Three who
receive millions of dollars of taxpayers' money and use great gobs of it to lobby Congress, in clear

violation of existing stanjtory provisions.

Besides the AARP, The American Association of Retired Persons, they are: The NCSC, the National

Council of Senior Citizens, the NCOA, The National Council on Aging, the NCPSSM. the National

Committee to Protect Social Security and Medicare, and the F.U.S.A., Families, U.S.A.

All are of a decided left of center bent in philosophy and though philosophy should not determine how
the groups are perceived, the record should show that many of the liberal-left groups receive tax dollars,

often under the guise of "providing temporary jobs for needy seniors," but just as likely to be used to

politic, based on the articles and extensive data I will enter into the record.

If you ask a roomful of seniors if they've heard of AARP, most, if not all, will raise their hands.

Ask the same question about the NCSC, or the NCOA. and not many hands will shoot up. Then
tell them AARP hardly needs your $8 membership dues, not with $80 plus million in tax money.

They always ask, "What for?" Good question.

Or NCSC getting $68 to $70 plus million. What for? Good question.
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The little known NCOA? A paltry $41.1 million in 1993. What for? Good question.

Treading lightly on the NCOA, now over 40 years old and which keeps a low profile politically,

I note that its overall budget included $35.2 million in 1993 from the Department of Labor to

provide "training and subsidized employment for close to 10,000 low-income older workers."

Philosophy? Hard to determine until you find literature quoting Mrs. Clinton as stating before

the NCOA Board which endorsed the Clinton health care proposal, "There's no group whose

endorsement means more to us."

And skipping past AARP, with passing reference to two articles entitled, "Old Money -- Why
the Mighty AARP Spends as Much Furnishing It's Offices As It Does on Programs to Help the

Elderly," from the Washington Monthly; OR "Strength From It's Gray Roots." a piece by

Forbes reporter Janet Novack which states "run by activist, liberal staff, the AARP ignores the

conservative views of its own membership and pushes hard for higher government spending and

higher taxes."

And I submit excerpts from a National Taxpayers Union Foundation report which analyzed

AARP's 400-page legislative agenda. The NTUF study concludes enactment would cost "at

least" $1 trillion dollars over the next decade - equal to an additional tax bill of almost $10,000

per family.

Or Jack Anderson's column which references the same AARP agenda, noting that AARP didn't

learn its lesson when its membership rose up and rejected the catastrophic care package a half-

dozen years ago - it had "only" a S 9 billion price tag then. Now AARP's plan has grown to

over $15 billion.

Perhaps most devastating of all, is the soon-to-be published book by Anderson associate. Dale

Van Atta, titled, "Inside the AARP, What You Need to Know About the Country's Biggest

Lobby... and It's Relentless Push for Bigger Government and More Spending".... Recommended
reading. Coming to bookstores soon, courtesy of Regnery Books.

Suffice it to say, the record is replete with AARP's stand on big government spending. To quote

one of AARP's lobbyists, "Our ideology is big,": as in big dollars.

Minimum wage? Now $4.25 an hour. A great debate starting on whether to raise it as much as

a dollar, to $5.25. Forget it. AARP wants $6.25 an hour.

Clout? Chief lobbyist John Rother, one of those former Capitol Hill liberal activists (staff chief

for Senate Committee on Aging,) states, immodestly: "We have no real enemies in

Congress...only a handful of die-hard opponents -hard-core right wingers."

Arrogance? Out of step with its members? The same Rother on whether members advice and

counsel is sought, "Look, we've studied this and we have a more-educated, informed judgement

to offer you."

One other quote of note: Charlie Peters, editor of the neo-liberal Washington Monthly, certainly
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not a right-winger, "AARP is becoming the most dangerous lobby in America."

Now to the most political of all: The National Council of Senior Citizens (NCSC).

Founded in 1961, with support from labor unions and the Democratic National Committee,

according to a St. Petersburg Times article last year analyzing five or six seniors groups. Here's

a little background.

Under President Carter, NCSC received $149,929,984.

Additional new funding included:

$3,012,247 from Community Services Administration (FY 1978 and 10/20/78);

$471,560 from the Justice Department (FY 1978-1981);

$339,167 from the Department of Health and Human Services (FY 1980-1981);

$264,860 from the Administration on Aging (FY 1980-1982); and

$122,370.60 from the Federal Trade Commission (1976-1981).

Presently, the NCSC received $68 million (FY 1992) through Title V of the Older Americans Act

of 1965. Title V is a $410 million government program set up to provide part time (20 hr. per

week), minimum wage jobs to seniors (55 and over).

Altogether, the Older Americans Act of 1965 costs 1.2 billion \.o operate (FY 1995).

The money issued under the Act is done so by the US Departments of Labor. Health and Human
Services, Education, and the Environmental Protection Agency, to "non-profit organizations."

such as the National Council of Senior Citizens. National Council on the Aging, and the

American Association for Retired Persons.

History repeats itself.

On May 26, 1994, Sen. David Pryor (D-AR), Chairman of the Senate Committee on Aging, held

a press conference with the National Council of Senior Citizens where they attacked several

organizations with whom they disagree politically.

C-SPAN carried their attacks against the American Conservative Union, The Seniors Coalition

and United Seniors Association. The thrust of their "non-partisan" attack was based on "an in-

depth and well-documented report" by the research unit of the Democrntic Nntionnl Commi ttee'

Pryor has held hearings in years past and accused these organizations of being "flagrant senior

scam groups, founded to make money by taking advantage of the fears of the burgeoning elderly
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population." NCSC in the 1980s also attacked other conservative seniors' groups.

ACU Chairman David Keene probably had the sharpest and most biting reaction to these

continued attacks by having a copy of the Constitution hand-delivered to Sen. Pryor.

Pryor's response was swift. NCSC called the above-named groups, as well as other non-senior

but conservative groups, demanding copies of their IRS 990s (tax returns) which are, by law,

made available to the public.

The NCSC, which exclusively backs Democrats (see attached 1992-93 FEC report), is railing

against other senior citizen groups who are not in tune with the NCSC liberal big government

agenda. This is the same tactic NCSC employed during the 1980s against the National

Association of Senior Citizens, when the NCSC felt threatened with expose during Defund the

Left rumblings.

Is it just coincidence, that each group NCSC attacks is a free enterprise, anti-big government

conservative group, funded by voluntary donations, while NCSC, funded 96% by tax dollars,

takes the opposite position? In fact, NCSC is a glutton when it comes to spending the taxpayers'

money, taking $68.7 million in 1992.

Through the years, NCSC has received hundreds of millions of taxpayers' dollars. What do they

do with those hundreds of millions of dollars?

In the name of helping seniors this union boss-dominated organization (see NRSC memo) is

totally Democrat-oriented, and only the "left" kind of Democrats at that.

A look at the 1991-92 election cycle reveals their bias. Their PAC gave $221,750 to 74

candidates, all with a D next to their names. To Republicans? Zero. zip. nada.

Their independent expenditures totaled $107,243 with 526.455 going to help Bill Clinton, and

half of the entire amount, $53,099. to Senator Harris Wofford (D-PA), who is responsible for

putting health care reform into the national debate, but without explaining how to pay for it. The

remaining $27,689 went to help seven other candidates. Yes, all seven were Democrats.

Even in their total $12,608 worth of expenditures against candidates, not one penny went to

oppose a Democrat!

Surely they could find a token Republican to support. There are dozens acceptable to big labor.

But NCSC is so far out in left field, it wouldn't even support U.S. Senator Arlen Specter (R-PA)

who has enjoyed big union backing in years past. Instead, the NCSC PAC spent 51,398 against

Specter and gave $5,000 to his opponent, Lynn Yeakel.

Specter, you will recall, made Anita Hill squirm under his cross-examinations on the Judiciary

Committee, inflaming the left and inspiring them to back Ms. Yeakel. The message: "Oppose our

liberal-left agenda at your own risk."
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What does this have to do with Senior Citizens? Not a lot, I think. Just politics as usual by a

group of ultra-liberals using taxpayers' money to advance their views.

You see. other free enterprise, conservative seniors' groups such as 60/Plus support a balanced

budget amendment, as do a majority of seniors. NCSC does not.

60/Pius opposed the 1993 Clinton budget with its tax hike on seniors benefits. NCSC supported

Clinton's budget.

60/Plus does not believe in means-testing. NCSC does.

On the most important of all the public policy issues, though, the Clinton health care program,

60/Plus opposed it as too costly, leading to lower quality care, and giving limited access to care.

And another reason NCSC held its press conference with Senator Pryor to attack these other

seniors' groups, as it has done since the 1980s? Because 60/Plus and other free enterprise groups

are finding strong support from seniors who are fed up with big government and its big spending

ways.

Daily 60/Plus and these groups receive hundreds of letters denouncing AARP and other left-wing

groups and asking how to join the conservative side. So it's a matter of being effective. We're

getting the left's attention.

Started in 1961 as "Senior Citizens for Kennedy-Johnson." NCSC by 1980 was getting $43.2

million from Jimmy Carter's Labor Department for a "jobs program."

By 1989, their take was $58.8 million with 95% from your tax dollars.

By their latest return. 1992, that total had risen to $68,737,672, down slightly from the

$69,787,142 received in 1990. (Also, in 1991, NCSC's 501(c)(3) tax-exempt sister group

received $4,129,769 in government grants, according to reports I have received.)

In 1992. only $105,649 (less than one half of 1%) of their nearly $69 million income came from

direct public support (with a mere pittance - $105,649 - from public donations, out of $69

miUion, it's always puzzling to see how NCSC has conned the media into calling the organization

a "grassroots lobby").

From their gross $71,630,109 total revenues in 1992. NCSC spent $66,219,232 on "senior citizens

community service employment program which provides part-time work for needy senior

citizens" (Part III, section d, page 2 of tax return). That's the only explanation of how NCSC
spent the entire $66,219,232!

Of the remaining $5 million, salaries accounted for $3,754,113, while travel expenses accounted

for a whopping $671,899.00.
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What does NCSC do other than provide "part-time work for needy seniors"?

Besides its PAC politicking, NCSC also puts out a legislative rating service and guess who scores

highest with them? The Metzenbaums and Kennedys. By the way, those 74 Democrats they

donated to are only the "left" kind of Democrats. Right-thinking Democrats better look

elsewhere for help.

If you bsk a roomful of Seniors if they've heard ofy^ARP, the Association of Retired Persons,

($86 niillion of your tax d^lars last year);vmost will jaise their hands. -
. ._

\ But ask; the same question about AARP's leftist leaning NCSC, or their equally liberaV friends

at the NitwJn'a^ouncil on Agjng (NCOA - only $41 million in tax'dollars), and not many hands

wilt shooCu{5^
—"''

Do they politic along the way? You be the judge. Look at NCSC's phone bill alone for 1992.

Over $10,000 a month, $124,013. That's a lot of phoning, in the name of job searching for

seniors.

If we had the resources at 60/Plus, I could really give you a block buster story to write. About

the time of Mrs. Clinton's Health Care Bus Tour, the press reported that NCSC had held 300

seminars in 35 states.

I'll bet the seminars correspond on a map pretty much with the bus route taken. Of course, one

wag said "perhaps NCSC provided temporary jobs to needy seniors by providing the bus drivers

and people aboard."

Here's why I suggest the bus tour and 300 seminars in 35 states connection:

Last July (1994), at a 3-day conference here in Washington, the NCSC had a political operation

so high tech and sophisticated it would be the envy of old war-horse campaign managers, to wit:

a bank of 10 computers with carefully written instructions regarding a "Special Health Care

Letter."

Seniors were told: "to make it as easy as possible for you, we have composed a very special

three-paragraph letter that can be written, by computer, here at the NCSC Legislative Conference,

(but will look as though you wrote it at home) emphasis added.

Further, "pick your favorite paragraphs, one, two, three - and the type face you want to use. .

.the NCSC computers will do the rest for you!"

Fill in your Congressional Representative's name and Congressional District (CD). If you don't

know your CD, "we can find it."

"Please do not mail the letter. NCSC will take care of getting it to the Bus Caravan."

These letters are available for the record Speakers at the Conference; Vice President Gore;

Senator Rockefeller; Janet Reno; Robert Reich, Ted Kennedy: Richard Gephardt - hardly non-
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partisan.

Incidentally, the next 3-day NCSC Regional Conference will be March 26-29, 1995 at the Trump

World Casino and Resort in Atlantic City.

There's a statutory prohibition against using federal funds to lobby Congress.

Is NCSC guilty of using federal funds to lobby Congress?

Here's what their own 1994 Audit Review Committee report had to say about reliance on federal

funds (full text is available for the record).

"We feel that we will be remiss in our responsibilities if we did not make some points we believe

are of considerable importance to the future viability and effectiveness of the National Council

of Senior Citizens."

"The heavy reliance on governmental (read taxpayer's money) grants, such as from the

Department of Labor and the Environmental Protection Agency poses a potential danger in

the long term structure of NCSC. Absent such grants, the Council would be unable to continue

its current level of operations without seeking new revenue sources. The assumption of office

by an unfriendly federal administration at some future date could very well deliver a crippling

blow to NCSC. The ARC suggests therefore, that a leading priority of the Council should

continue to be building of an ever expanding membership base."

With respect to the Senior AIDES program the same Audit Review states "the ARC shares with

NCSC and the US Department of Labor a concem about the failure of some Senior AIDES sub

recipients to comply with terms of the Single Audit Act." The ARC report goes on to state that

at one time, 30 recipient sites were not in compliance, down to only six, progress that is

"significant in view of the Labor Department's earlier comments that without such improvement,

NCSC could have faced a liability in excess of $8 million."

Need for an independant audit?

In conclusion, why does Sen. Pryor take sides in what is clearly a public policy debate between

strikingly opposite points of view?

Its clear. Sen. Pryor is known as Bill Clinton's "Pit Bull" on Capitol Hill. Sen. Pryor's record

as Governor, Senator, and as Representative is distinguished by his fealty to big unions, even

though he skips traces on occasion, being from a Right-to-Work state.

In fact, nothing makes it more crystal clear than a 1971 award, to then-Representative Pryor. who

was named National Lawmaker of the Year by a little-known but rapidly expanding group,

known initially as Senior Citizens for Kennedy-Johnson but now. thanks to federal largesse,

called the National Council for Senior Citizens.

(over plea.se)
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No wonder conservatives and Reagan wanted to defund the left. Also, what a testament to the

need for a line-item veto.

Why was 60/Plus drawn into the political arena when we're non-partisan?

In late 1994, 60/Plus devised a rating system for Members of Congress.

226 Members of both parties received a pro-seniors GUARDIAN OF SENIORS' RIGHTS
AWARD. As word got out, NCSC had their press friendlies call 60/Plus and try to get the

scorecard to "put down" 60/Plus. As the Miami Herald noted, "60/Plus has come up with a

rating system NCSC does not like.", using 8 of the same 10 votes NCSC* rated members on,

especially the Balanced Budget Amendment and the Clinton Administration's budget. NCSC
called a vote for a balanced budget "bad for seniors," and a vote for the Clinton budget "good"

for seniors. 60/Plus took the opposite position.

60/Plus was thus drawn into Senate races in Pa; Calif; Wyoming; Washington and Maine. In the

House: Arkansas, Pa.. Ha, Ca, Indiana. Ohio, and Washington, and I've just learned, perhaps

other races by those on this Committee.

NCSC used two votes which 60/Plus could not compute as "seniors" issues: the Striker

Replacement and Motor Voter bills, the former clearly union-endorsed, the latter, an

Administration bill, an unfunded mandate piece of legislation now being challenged in

California.
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CURRICULUM VITAE

James Lee Martin

BIRTHPLACE Hazard, Kentucky, March 20, 1936

MILITARY US Marine Corps, Active Duty, Sergeant, 1953 - 1958

Meritorious citation by Marine Corps Battalion Commander for

"exemplary conduct and leadership qualities exhibited in the

performance of duties."

Marine Security Guard Duty, (Top Secret clearance) American

Embassy, Djakarta, Indonesia, 1956 - 1958.

EDUCATION Bachelor of Science in Journalism, University of Florida, 1 962

HIGHLIGHTS
William Randolph Hearst award for creative reporting and writing,

in national collegiate competition, Gainesville (FL) Daily Sun

PROFESSIONAL Chairman, The 60/Plus Association, Inc , Arlington, VA
200,000+ member national grass-roots lobbying organization for

Seniors Actively lobby US Congress on public policy issues of

concern to Senior Citizens Conduct print and radio/TV interviews.

Referenced in several books, notably How to Write

Business Letters, by Fred Nauheim; called "one of the conservative

movements foremost direct mail copy writers in The New Right ,

We're Ready to Lead by Richard Viguerie; cited by Professor

Larry Sabato in Political Consultants. The Image Merchants of the

1980's for writing emotional (and highly successful) political fund

raising letters for Congressman Jack Kemp (R-NY)

AA to US Rep/ US Senator Edward J Gumey (R-FL) 1964 - 1969.

Capitol Hill Newspaper Reporter & Radio/TV Broadcaster for 35

media outlets in Florida, Georgia, and the Carolinas. Washington,

DC 1962- 1964.

MARITAL Wife: Mary Lou Martin, seven children and five grandchildren, as

ofNovember 1994.

ACTIVITIES Participant as Manager/Pitcher for top 1 national 55+ Senior

Softball team. Saints and Sinners, in Senior World Series, 1993,

Houston, Texas and 1994, Phoenix, Arizona

Participant, 1993 Golden Olympics basketball (55+) in Baton

Rouge, Louisiana, and 1995 Nationals in San Antonio, Texas.

1993-95 Virginia State Champs.
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To Be Resolved:

Whether appropriations are authorized under the Older
Americans Act, and whether funds came through HHS, or any
other Agency-/ the following questions should be resolved:

National Council of Senior Citizens/ Inc. ("MCSC") is

on orgemization exempt from taxation under Section^ 501(c) (4) of

the Internal Revenue Code. As such, NCSC is permitted to engage

in direct and grassroots lobbying. It recently played a major

role in supporting President Clinton's proposals for changes in

the American health care system, asserting that the President's

plan "meets our core principles." The NCSC has also undertaken a

crusade against the "Contract With America." One of its scalding

criticisms about the Contract was that it is an "economic suicide

pact drawn up by those all too willing to turn away from old

'covenant' programs, such as Social Security and Medicare."

However, during the period July 1, 1992 through June

30, 1993, NCSC reported on its Internal Revenue Service Form 990

(a document available for public inspection) that it received

$68,843,321 in government contributions, and "program service

revenue including government fees and contracts" of $219,172.

These amounts were allegedly received to finance Federal jobs

programs for senior citizens under Title 5 of the Older Americans

Act of 1955.

Question : In light of the statutory prohibition

against using Federal funds to lobby Congress, has HHS audited

the books and records of NCSC to determine whether its Federal

funds have been used lawfully or unlawfully?
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Question t Do you think it is appropriate for non-

profit organizations, which receive Federal funding to advance

programs authorized by Congress, to engage in legislative issue

advocacy and lobbying activities?

/

Question ; Would you reconnnend that The Older Americans

Act and con^arable legislation be amended either (1) to prohibit

participating non-profit private organizations from engaging in

legislative issue advocacy and lobbying, or (2) to limit

participating non-profit private organizations only to those

which are charitable organizations exempt from taxation under

Section 501(c)(3) of the Internal Revenue Code? (Under §

501(c)(3), "no substantial part" of an organization's activities

may consist of lobbying.

)

Follow-Up Question ; If you do not think the law should

be changed, would you please explain your rational'e and give me

and my colleagues on this Committee some comfort that we will not

find organizations like the NCSC in the legislative arena, either

supporting or fighting against the things we are trying to do

here?

In addition to engaging in legislative issue advocacy

and lobbying, the NCSC annually publishes a "Voting Record" on

congressional Issues. Among the votes used by the NCSC in

-2-
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coaipilitig its recent "scorecards" have been tjiose involving the

bill to ban striker replacements and NAFTA. The NC8C has

described itself as "a very liberal organization" and as "a very-

political organization." This internal assessment can be easily

confirmed by reviewing the NCac scorecards, the selection of

votes it considers relevant to senior citizens and their

congressional "rankings." '

Question :^ I do not condemn the practice by non-profit

organizations of commvuiicating their philosophical views on

issues^ and I do not condemn the practice by non-profit

organizations of keeping their members informed about the

activities of Congress and Members of Congress. What I do

condemn, however, is providing Federal funds to groups -

wheresoever they may fall within the political or philosophical

spectrum - which engage in clearly partisan activities. Do you

think it is fair and equitable to American taxpayers to have

their tax dollars used to fund organizations which espouse

political views they find incompatible with their bwn?.

The NCSC also operates a separate, segregated fund,

commonly known as a "PAC." In 1992, this PAC reported making

contributions approximating $221,000 to 74 Democrat candidates

for Congress and "independent expenditures" against three

Republican House candidates of approximately $11,600 and for nine
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Democrat candidates of approximately $107,000, There do not

appear to have been any contributions made or independent

expenditures for any Republican congressional candidate in 1992.

Question : I am sure you are aware of the fact that

Section 441b of the Federal Slection Campaign Act (2 U.S.C. 44lb)

authorizes membership organizations and corporations without

capital stock - such as the NCSC - to use funds in/ their general

treasury to pay the costs of establishing, administering, and

soliciting contributions to their PACs. Do you think it proper

for membership organizations or corporations without capital

stock which receive Federal funds to use those funds to pay the

overhead and solicitation costs Incurred by their pacs?

Question; Has your Department audited the books and

records of NCSC to determine whether Federal funds have been used

to pay the administrative and solicitation expenses of NCSC's

PAC?
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T rr^he American Association of Retired Per-

( )\(\ \\j\f^ir\f'^\J I
sons (AARP) receives approximately

VyiVi iVlV/llV^
y X $75 mlinon annually from the federal

• government to run a pair of job training and

placement programs for older Americans

—

two of the largest of their kind. A recent phone

call to AARP's Washington, DC, headquar-

ters to inquire about enrollment in the pro-

grams led to the following:

The caller, after unsuccessfully attempting to

explain the programs to two befuddled recep-

tionists, was bounced to Jack Everett, an offi-

cial in the organization's Senior Employment
Office, who cheerfully explained that AARP
offers no federally funded job placement or

training programs. Everett suggested calling

the Department of Labor (the agency that pays

AARP $52 million to run one of the programs)

for help. He also offered other ideas, like, "Try

the phone book under the senior citizens sec-

tion," and suggested contacting the National

Council on Senior Citizens, another, smaller

advocacy group for older Americans. He even

threw in some job-training advice: "You'll

need a resume. That's always a good first

step. . .

."

Everett's not alone. Similar inquiries at

AARP offices in major cities in 16 states

turned up like responses: Only six of the of-

fices were aware that these programs even ex-

ist, although AARP literature boasts that

they're offered at 108 sites across the nation.

One office suggested calling Elder Temps, a

privately run job-placement firm. Another ad-

vised calling the Jewish Council for the Aging.

Several others suggested enrolling in an AARP
job search workshop and seminar—for a fee of

$35.

16 The Washington Monihly/June 1992
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135

In a way, those phone calls distill what's

wrong with AARP, one of America's largest

and most influential nonprofit organizations:

In its brochures, it's dedicated to helping se-

niors work, play, and wield power. In real life,

however, helping itself seems to be Job One.

"It's no more than a big business," grumbles

Virginia Fine, who until last year was an offi-

cer of a California AARP chapter. "The whole

Washington operation is simply geared toward

making money." A close look at the mammoth
nonprofit's Washington command central of-

fers a fair amount of evidence to back Fine's

charge. In 1990, for example, AARP spent

about as much on office furniture and equip-

ment as it did on programs to help its 33 mil-

lion elderly members.

The world according to AARP
Why should you care? If you're over 50,

odds are you're a member: More than half

the over-50 population has paid the $5 dues

to belong. Next to the Catholic Church, it's

the largest membership organization in

America. But even if you're not an AARP
card-carrier, you're paying for the organiza-

tion's extravagance anyway, because AARP
receives, in addition to its federal grants, a

federal subsidy equivalent to nearly $20 mil-

lion a year.

Of course, AARP's nonprofit status also

grants it something money can't buy—the trust

of millions of older Americans: trust to repre-

sent their interests in Washington, to sell them

worthy products, and to use their dues and fees

in their best interest. For most of the organiza-

tion's 34 years, the media and AARP members
have accepted that trust at face value. But a

peek at AARP's finances and lobbying efforts

suggests that this trust may not always be well-

earned.

AARP describes its mission as threefold: to

lobby on behalf of seniors: sell them products

and offer them discounts on other goods and

services; and provide them with the chance to

both volunteer their services and benefit from

the volunteer work of others. For their $5 in-

vestment, members get an assortment of good-

ies: a subscription to Modern Maturity,

AARP's bimonthly magazine (far and away

America's largest, with a circulation five times

that of Time); discounts from car rental compa-

nies, major hotel chains, airlines, and on

American Express travel packages; and. of

course, the opportunity to save money on

health insurance, prescription drugs, and other

products sold by AARP.
And sell it does. AARP's nine business en-

terprises sustain a cash flow of about $10 bil-

lion annually and revenues of nearly $300 mil-

lion, with the greatest portion coming from

AARP"s centerpiece enterprise: group health

insurance. With more than 5 million policy

holders, it's the largest of its type. Last year,

AARP profited nearly $100 million from this

business alone. AARP's only role in selling the

policies is as a middleman: AARP's partner.

Prudential Insurance, offers the policies, which

are promoted through AARP publications and

direct mail solicitations. For everv policy sold,

AARP receives a 4 percent administrative al-

lowance simply for collecting the premium

and passing it on to Prudential.

AARP's mail-order pharmacy, one of the

nation's largest, brings the organization about

$3 million per year. Its direct mail operation is

so massive that AARP sends more than 1 per-

cent of the entire nation's nonprofit third-class

mail. Add to this the $100 million it collects

• IwyrhcWashinflonMonlhK 17
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each year in membership dues and ihe inieresi on

about $50 milUon from Treasury bills, and tolal an-

nual revenues add up to about 10 times the take of

the United Way.

The United Way: Come to think of it. the compar-

ison doesn't end there. AARP devoted about S30

million last year, and just $14 million in 1990. to pro-

grams aimed at directly assisting the elderly^a pit-

tance compared to the funds it lavished on itself. Per-

haps Ihe most conspicuous symbol of AARP's use of

resources is its new 10-slory Washington headquar-

ters. Leased for about $16 million a year, the

500.000-square-foot building is one of Washington's

most allunng. Fellow lobbyists refer to the structure

as the 'Taj Mahal"; The Washington Post's architec-

ture critic described it last year as "a knockdown sur-

prise, a classical package whose odd vigor is at once

apparitional and relentless."

It's little wonder he was impressed: The structure,

crowned with a medieval-style turret, boasts a state-

of-the-art radio and TV broadcast studio, a fitness

center, and a beautifully appointed marble lobby. Of-

fice lights are guided by motion sensors; even the

stairwells are wallpapered and carpeted.

Nor was expense spared in furnishing the thing.

Dozens of mahogany bookcases costing $1,800 each,

for e.xample. are built in throughout, and stained-

glass windows adorn every floor Total costs for fur-

nishings and equipment came to $29 million in 1990.

"Even people here wonder if it's proper for a non-

profit for the elderly to be housed this way." says one

AARP insider. As for the old furniture, it now sits

idle in a Virginia warehouse rented at AARP ex-

pense. AARP officials defend the costs, saying that

they sought to construct a building that would last for

years to come. Also, they say. internal calculations

showed that moving the old furniture to the new
building would have cost just as much as the new
decor

Still, the decor is chump change compared to the

$43 million spent on salanes for the 1,100 headquar-

ters employees. "There are layers of people here,

many of whom have little or nothing to do," says one

D.C. insider Busier apparently, are the organiza-

tion's lawyers. AARP pays out nearly $2 million an-

nually in lawyers' fees, which is more than it devotes

to all but four of its more than a dozea elderly assis-

tance programs. AARP. in fact, retains two sets of

lawyers: an in-house counsel and a team of lawyers

from the New York firm of Miller. Singer. Raives.

and Branden. The two lead attorneys. Alfred Miller

and Lloyd Singer, have been closely associated with

AARP since 1971, when the firm was formed specif-

ically to provide legal counsel to the organization.

Former AARP executive director Jack Carlson, who

was fired after a 15-week tenure in 1987 following a

dispute with the board of directors, explains that the

lawyers' roles range from overseeing the business

enterprises to monitoring committee meetings. "They

permeate the whole organization." Carlson says.

"There's a heavy-duty orientation to the corrunercial

side and they didn't want anyone to come in and sab-

otage It."

Overseeing the empire today is executive director

Horace Deets. a former Jesuit priest who joined

AARP in 1975. He is described as a low-key leader

who travels frequently and who views his mission as

decentralization of AARP and "intergenerational ex-

pansion" (that is. recruiting younger members). His

salary is $200.000—not in the Aramony stratosphere,

but at the high end of the spectrum of nonprofit exec-

utives' salaries. Deets repons to a 15-member board

of directors and six national officers—all of whom
are unpaid volunteers with roles limited mostly to

making ceremonial appearances at functions repre-

senting AARP. attending conventions, and silting on

various committees that oversee AARP's commercial

enierpnses. Board members and about 250 other top-

level volunteers scattered throughout the country en-

joy expense accounts, free travel, and other perks that

were worth about $1 1 million in 1990 alone.

Back in Washington, the 1.100 paid staffers are

apparently not enough to get the job done at AARP-
ceniral. Every year, nearly $10 million is doled out to

an army of consultants brought in to write public

opinion polls, newsletter copy, and radio scripts and

to perform other odd jobs, like providing "media

training ' to top-level volunteers preparing for radio

and television appearances. AARP officials say they

are unsure how many consultants are hired each year,

but insiders place the number in the hundreds. Last

spnng, AARP paid nearly $2 million to a consulting

firm to run an in-house workshop called "communi-

cating with co-workers." Another consulting firm.

Syneciics of Cambridge. Massachusetts, was called

in to instruct AARP employees on how to better pro-

vide input on projects and set priorities in the office.

The amount Synectics received is unknown, but it

was enough to prompt the firm to set up a satellite of-

fice in Alexandria to serve AARP. And last July, as

staffers prepared to move from the old AAi?P build-

ing to the new headquarters, more hired guns were

ushered in—in this case to help train employees in

how to pack their belongings into boxes for moving.

Hot for profit

While the Washington crowd enjoys the riches of

the organization, the level of support that flows back

to members is rather paltry. Of the approximately

18 The Washington Monthly/June 1992
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$30 million spent assisting the elderly in 1991. $4 Another example of AARP's emphasis on profits

million went to coordinate programs such as educa- over service occurred last year when chapter officer

tional forums and diet and exercise activities. $4 mil- Virginia Fine of the Sacramento, California. AARP
lion was spent on the biennial convention, and $3.7 asked AARP's national office for a list of all AARP
million was devoted to "education of older workers members in her region in an attempt to encourage

and employers in matters of

obtaining employment . . .

keeping employment and re-

tirement planning " With re-

spect to the last program, what

AARP neglects to mention in

its public financial records is

that it also charges members
$35 to enroll in such courses.

AARP has a penchant for

charging members for services.

One of the organization's most

popular assistance programs is

its 55/Alive driving education

course for seniors. It is. of

course, an important and useful

service, but while AARP
spends about $2.8 million to

run it, it also colleas an $8 fee

from most of the 450,000 en-

rollees.

Leaders of local AARP
chapters across the country also

charge that the national office,

despite its bulging bankrolls,

does little to support them be-

yond printing pamphlets and

offering moral encouragement.

Many chapters hold bake sales

or fundraisers to scrape up

money for meetings or events.

The scant support shows So

disorganized were local chap-

ters that when phone inquiries

were made regarding three of

AARP's most vaunted volun-

teer programs (legal aid ser-

vices. Medicare/Medicaid ad-

vice, and a widow support

service), only about a third of

the offices contacted had any

idea that the programs exist.

The response wasn't much better when similar in-

quiries were made to the Washington headquarters

about its Medicaid/Medicare assistance program and

the Financial Information Program (offering advice

on money-related topics). In each case, callers were

told that no such programs exist. But inquiries about

purchasing health insurance and prescription drugs

were handled promptly.

The lobby's lobby: AARP's swank new digs

members to become more active in the local chapter.

AARP refused to release the list, saying it was confi-

dential. Eventually she and other local leaders peti-

tioned the state attorney general to force AARP to re-

lease the names. Why the hesitancy from
Washington'' Its 33-miIlion-name list is the hean of

AARP's financial empire; alone it's wonh millions of

dollars, since direct mail solicitations are the comer-
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stone of its fortunes. So protective of this list is

AARP that its bylaws call for expulsion or suspen-

sion of any member who releases "a complete or par-

tial list of members'" without wntten permission from

AARP's president.

Capitol crimes
Of course, direct services to the elderly aren't

AARP's only game, as officials there are quick to tell

you. AARP's real forte is helping its members on

Capitol Hill. AARP's legendary lobbying arm. which

absorbs about $18 million of its budget, includes a

team of 18 lobbyists and researchers in its policy

shop, the Public Policy Institute. As e.xpected. chief

among AARP's causes are avening cuts in benefits

for the elderly, protection of pensions, and various

health care initiatives. AARP's lead lobbyist. John

Rother. describes his team's lobbying style as "low

key." presenting carefully researched data rather than

holding press conferences or issuing "damning re-

pons."

AARP has in past years been charged with ne-

glecting the elderly poor in favor of the well-to-do.

who are more likely to buy its services. More and

more congressional aides and lobbyists, however,

now credit AARP with placing greater emphasis on

issues like low-income housing, as well as reempha-

sizina lona-time causes like ase discrimination. So-

cial Security, and consumer-related issues. Yet some
congressional AARP watchers still argue that the lob-

by has been conspicuously silent in several recent

battles over bills designed to assist the elderly that

could, coincidentally, also threaten AARP's financial

empire.

>Medigiip insurance reform: In 1990. after inves-

tigations into Medigap insurance (policies designed

to offer seniors coverage in areas not covered by

Medicare). Congress, convinced that insurance sell-

ers were swindling many seniors into buying protec-

tion they didn't need or already had. moved to clean

up the mess. The reform legislation, which called for

a fairer system for seniors but a less profitable one

for insurance providers, won the heany support of all

seniors groups—except, according to congressional

aides involved in enacting the legislation. AARP.
AARP officials today insist that they fully backed the

legislation. But one senior-level aide to a congress-

man who sponsored the measure disagrees. "They
met with us and gave some suggestions, but most of

these were on how to soften the bill."

>Prescnpiion drug prices: After congressional

hearings in 1990 found that drug companies were

overcharging Medicare for pharmaceuticals, legisla-

tion was introduced to force lower fees. The bill

aimed not only to save the government billions of

dollars, but also to help people insured through

Medicare, who often faced out-of-pocket costs of 50

YOU CAN HELP
Perhaps you tion't realize how much The Washington Monthly depends on

its readers. Our Memos of the Month come almost entirely from you. Clip-
j

pings from your local papers inspire many of the items in "Tidbits and Out-

rages" and "Tilting at Windmills."

If you live in the Washington area, you may be able to help us in our of-

fice—with screening manuscripts, proofing, or occasionally stuffing en-

velopes. Just drop us a note telling us the work you're interested in, your ex-

perience, and the times you're available.

Thanks!

20 The Washington Monthly/June 1992
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cents to a dollar per prescription, limits on the types

of medications covered, and in some cases restric-

tions on the number of times they could refill those

prescriptions. The losers were, of course, the drug

sellers, who'd see their profit-margins diminish.

Again, full support came from almost every seniors

group except—you guessed it. While Rother insists

that AARP worked hard to enact the bill. Hill staffers

close to the legislation again disagree. "Sure, we
wished AARP would have supported it. but they

weren't involved," says a senior Senate staff aide in-

strumental in the bill's enactment.

>National health insurance: Instead of endorsmg

any of the nearly one dozen plans introduced in

Congress, AARP recently released a preliminary

draft of its own health insurance plan, one it claims

is best for all Americans, not just the elderly. While

it includes a few "Canadian-style" features like uni-

versal long-term care coverage, the plan is, first and

foremost, a "play-or-pay" model that calls for em-

ployers to provide insurance to employees or pay

into a public fund. Employer-based programs have

received criticism from other elderly groups because

they do less for seniors than Canadian-style systems.

As a result, elderly advocates question AARP's mo-

tives in eschewing any of the proposed Canadian-

style plans, noting that an employer-based model,

unlike nationalized health care, would allow

AARP's $100 million insurance-selling enterprise to

survive.

If the profitmaking impulse occasionally affects

A.ARP's lobbying efforts, it also sustains the group's

fiagship publication. Modem Maturity, which the or-

ganization considers a crucial tool in its mission to

educate seniors. While the magazine is filled with in-

nocuous service pieces, there is a seamier side to the

publication: its thinly masked mission to promote

AARP's business enterprises. A survey of recent is-

sues showed that on average more than a third of the

advenising inches promoted AARP-sponsored prod-

ucts or services offered by its discount partners. In

fact, about one in every 10 pages featured an ad

pushing an AARP product. (Competing products and

services almost never appear in the magazine.)

Of course. Moilem Maiurin doesn't run articles

that outright endorse any of AARP's products or ser-

vices. Instead, what you'll find on. say. the page op-

posite the health column is a full-page ad for the or-

ganization's insurance plan. And while articles

offering advice on how to wisely invest money don't

make specific mention of AARP's investment service

(and of course omit mention of other plans, no matter

how highly rated), they do appear close to ads for

AARP's Scudder investment plan. "They wouldn't

write a piece on a tnp to the Second Coming unless it

88--460 225

was operated by American Express tours." says

Leonard Hansen, a New Orleans-based syndicated

columnist on elderly affairs.

You might think some of AARP's members would

get wise to self-promotion like this and do something

about it. But while there are nearly 4,000 local

AARP chapters across the nation, each with its own
elected leadership, members have little voice in set-

ting AARP policy. Washington keeps a tight grip on

the selection of both regional and state leaders. State

directors, area vice presidents, and state coordinators

are all appointed by AARP's Washington-based ex-

ecutive committee. In the past, members attempting

to assert their own opinions on political issues have

faced the wrath of the Washington office. Ted Ruhig,

who served several terms as an officer of AARP's
Carmichael. California, chapter, was a regional direc-

tor of AARP's voter education dnve in 1989. Unhap-

py with AARP's position on catastrophic care legis-

lation. Ruhig spoke out publicly against the lobby. A
few weeks later, he received a letter from the Wash-

ington headquaners thanking him for his years of ser-

vice to AARP and dismissing him from his leader-

ship post.

"Occasionally we have to terminate people."

Rother explains, "althouah it's not a pleasant thins to

do."

Elder hostile

From the headquarters to the magazine. AARP
seems a lot more of a business than a charity or

grassroots lobby. In fact, the organization has in

many respects evolved into a giant merchandising

company that taxpayers subsidize to the tune of mil-

lions of dollars. "If 1 could. I'd walk into AARP and

immediately shift the money around." Kurt Vondran,

a lobbyist with the National Council on Senior Citi-

zens, says enviously, thinking of the services and pro-

grams that could be created with that.olorious $300

million budget.

Of course. Vondran's wishes aside. AARP doesn't

have to chuck the mahogany bookcases, the box-

packing consultants, the $1 1 million executive perks,

or the selling obsession. It doesn't have to stan func-

tioning as a nonprofit, running programs on behalf

of the seniors it's chanered to serve. There's another

reasonable option. AARP can keep on peddling

those products and living as baroquely as it likes

—just as long as it drops the charitable cover and

pays its taxes like other American businesses. Thai'd

mean. hmmm. millions of dollars saved every year

by the federal government—probably a bigger help

to America's older people than the AARP will ever

be.

IWlTThc Wavhineli.n Mi.nlhh 2\



140

Run by activist] liberal staff, the Americjan A^sc

of Retired Personb ignores tfie conservptivelvjie

of its 6vvmnem^bdrship and pushes hard fo^.

higher governrrient spending and highl^r ta)JGs.

Sti*en£th froiii

its gray roots

ciatio

vs

ARi.Y R0% of Amcriiani over SO
nny, m ilic American A.v«>ci3ti<in

Kciircd I'cru)iis. Anil llic 33 mO
n incmlKT \ARI' cljinn' to jpcaV. (Or

ll c>«- wlio ildii't jusl a^ mncli is for

wlw.vnl llicir $S {X12.S0 ((..r

ycir^) nicn.lx-r,lil|> fee, windi
'

Iniyv mkIi [Krks as AARr'i Iravcl. <lis

Ilic cljiin of univcrvil rcprcwntj

lion is ri[;lu in llic Aarp's annual

Inicmal Revenue .Service filing asjj

tax exempt or^^ani/jtion. Tlie orpi-

m/jlion "represents the interest of all

o der p<;rsons." That claim is open Jo

serious question, because a lot ofold-

c| people disagree with AAW's defini-

tion of what's in the best interest of

the over-50 crowd. As an organiza

riun, A.\Rr stands for more govern-

ment spending, government-im-

posed benefits, tajics and regulation.

j

AART's lobbying staff, headed by

Dircaor of Legislation and PubLc
Policy John Rothcr, has plenry of

nluscle to put behind its programs.

ITic'aart had nearly S300 million in

1990 revenues, 44% of it from spon-

sorship ofgroup health irtsurancc and

other sci\nccs. Not the least of ns

Strength comes from the threat thai'il

can srir up the grayheads to deluge

Capitol Hill with irate lenck. a.mu>

pushes its causes in its glassy bi-
,

nionthly magazine. Modem Sjaturiry

(circulation 22 million).

[

Rother's stafi" is heavily recruited

from the offices of liberal congress

men and interest groups that favor

rnorc government spending. Hor ex-

anplc, James Butler, direabr of
AVRT/Vote, a program designed to

mobilize elderly voters, spent 25 years

vith the National Education Associi-'

tion. Eight of the 22 members of the

AWS's National Legislative Council

are retired teachers; another *-8 are

other retired public employees. B<ith

t ic president -clea and \-ice president

faart arr retired teachers; the orgj-

on was founded in 1958 bv a

rtriird teacher! Where arc the retired

ess people, whose guidaiu'e

cbuld be useful? There air a few, but

L-y're outnumbered,
Uvea in defeat this acti\-i.M core L\

)miidable. A.\Rr's staff suffered in

eiiibarrassing setback, in Cxingrcxs in

iksv with the repeal of,the .\akp-

acked Medicare C'jlastrophic Ctn-
eVagc Act, which expanded benefits
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IDEAS
Jime 199;!

NTIT Finds:

AARP Agenda Costs Si Trillion

Anew National Tixpayere Union

Foundanon (XTIT) siuiyraKis tha:

^e 34 million member .toer.can

.A^ocanon of Re:i.'?d Persons (,AARP) is

amtjcaangpoiicestownuld increase an-

nual federal spending by at least SI tnllion

ever the nexr decade—equal to on addi-

tional tax bill of almost S 10,000 per.\meri-

can family. The assodauon has long been

regarded as one of ±e most poweiful on

Capitol HiU.

The .NTLT study, the iiist in a series de-

signed to e.'ipose the role of unaccountable

lobbies in precpitaiing ihe deficit, concludes

thai AAilP would radically accelerate the

spiral of higher spending, taxes, and deS-

dis thai threaten the nations economic

fumre.

NTUF Chair::2n Jim Davidson said.

'If .\mencans van: to teow.vhy Congress

cant balance the budget, they need lookno

ftmher than AARP. .Most me.mbe.'s haw no

idea 'OTai is being advocated in their name.

AARP's pttxiua discount program may be

greaL but it's not TOrth a piece of \T3ur

political soul to sare a few bucks."

The .NTUF report detailed cost estimates

for more than 100 sepanue '.ax and spend-

ing hLkes in AARP's 400-page federal legis-

lative agenda.

XASP JTtympa^ I

The price tag:

• .Vew spending of ai least J300 billion in

1993. much of it in fast-grtjwing heallfa

care programs that could

double in ojst over the ass.

lOy^ears.

• Spending increases to main-

tain current services under

existing programs ±ai wU
cause annual oudays to bal-

loon by more than TOO bil

lion by 2003.

• Tax increases—higher income, gas. al-

cohol, and tobacco mes. and a nw
consumption tax—that could raise the

tax b tils of.\ARP memhers by at lean half.

NTtTVice President for Research Paul

WexwL -.vho audiored ±e reoort. accused

AARP of STCtEmatimllv mkinfnrminp

meaabec on important policy issues.."AARP

developed mr-ilwriing smdies on the cost of

the Caiasirophic Health Care.4cr of 1988 ani

gave Congigs the impression that senior

rifiTpns supported highgtggs and

sppnriing." be said. "AARP's mgn-.

.MJ9 billion in tax hikes cojii

tained in the measure, forcing

AARP lobbyists -lO advocate re-

peal" .AARP also led special

Jnterea opposition to tne~B2^

^^
^anffid Budget .AmenamentTdg^

spite poUsSai stiov^ a vasi.maiontvof its

me.mbe.'s .supported the .Ame.ndmenL

NTUF membe.'s can obtam the detailed

report on AARP's legislative agenda by send-

ing i-i to: NTIT. Attn. Interest Group

Report 325 Pennsvivania .\ve.. SE. Wash-

ington. DC 20003.

EKffKnEHTiairAL TAXPAYERS ONIOK FOOHDAnaii
please)
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GENERATIONS UNITED

This coalition of more than 200

national advocacy organizations has

four co-chairs : NCOA . Child Welfare

League of America . American Associa-

tion of Retired Persons , and the Chil-

dren's Defense Fund. A key funaion of

Generations United is to develop and/

or support legislation that is in the best

interest of all generations. One e.xample

of a successfiil effort: the Family Leave

Act signed into law in 1993.

Generations United, along \trith the ^
SCOA Family Friends Resource Center.

the Temple University Center for Inter-

generational Learning, and Generations

Together-University of Pittsburgh—
received a $200,000 grant in 1 993 from

the U.S. Administration on Agmg to

provide technical assistance for se\-en

new AoA-funded intergeneranonal

projects, and to promote general aware-

ness ofintergenerational programs

across the country.

HIGH PRAISE FOR NCOA: First Lady

Hillary Rodham Clinton, at a White House

event on December 3 at which the NCOA
Board statement ofsupportfor health care

reform was received, said,y don't think

there's any group whose endi

Direaors applauded the Clinton Ad-

ministration Health Security Act

"It contains two principles that are at

the heart ofNCOA's public policy

agenda for health care reform: uni-

versal access, and home and commu-

nity-based long-term care."

Advocacy has been an NCOA hall-

mark since its founding in 1950. Our

attention in 1993 was focused primarily

on health and long-term care reform,

but we also drew attention to a gamut

of other issues.

•3 1993 Financial Summary

The many programs

and activities of The

National Council on

the Aging, Inc., are

supported through a broad

range of sources—public

and private.

Among these are govern-

ment grants and contracts as

well as private foundation

grants awarded to NCOA for

specific purposes (and bud-

geted as "restricted" fimds).

The narrative of this Report

describes the many activities

conducted in 1993 under

such grants and identifies

the fiinders.

Revenue that is "unre-

stricted" is available for

NCOA's aaivities in accord

with an annual budget

approved by the Board of

Directors. Sources of this

crucial support include gen-

eral grants and contributions,

revenue from program ser-

vices (membership dues,

program service fees, and

publication sales), and rent

from subleasing of facilities.

The charts at right show

1993 revenue and expenses,

by percentage (combining

restriaed and unrestricted

funds).

A summary statement for

1993 follows, on the next

page, indicating the amounts

of unrestricted and restricted

funding received from all

sources and the amounts

U aaivities.

REVENUE

' Facilities

Subleasing,

. . Other
Contnbutions-

Private

4.4%

.9%

EXPENSES

Fundr^sing ^^^^^ Subleasing.

Management & General

Supporting Services

1.1%

Amounts are prior to final auditfor I99i;fiitt auditedfinancial statements will

be available upon request.

I (M^)
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Mr. Porter. Mr. Martin, since I am the only one left, I want to
ask a question, if I may. You said that the NCSC, which is the Na-
tional Council of Senior Citizens
Mr. Martin. Senior citizens, yes, sir.

Mr. Porter [continuing]. Receives $68-plus million in grants
from HHS, is it?

Mr. Martin. Yes, sir, among other—among others.
Mr. Porter. Among others.
Mr. Martin. We haven't had the resources.
Mr. Porter. This is not only a national advocacy group, but do

they not endorse candidates for office?

Mr. Martin. Yes, sir.

Mr. Porter. And so how much
Mr. Martin. Excuse me, they do have a PAC.
Mr. Porter, So they not only endorse candidates for office, they

support candidates for office?

Mr. Martin. Oh, yes, sir. Yes, sir.

Mr. Porter. With their funding?
Mr. Martin. Yes.
Mr. Porter. A lot of their support comes from direct government

grants?
Mr. Martin. Oh, yes, sir.

Mr. Porter. Most of it?

Mr. ZiON. Ninety-six percent of their budget is government
money. And they were very active in October in promoting can-
didates that had a very interesting philosophy. They promoted can-
didates who voted for the President's tax bill, who voted for the
President's health bill, who supported voter-motor registration—

I

don't know what that has to do with senior citizens—the Presi-
dent's strike bills. These were the issues that NCSC used, and they
rated guys highly on the basis of that. And if Members didn't agree
with this left-wing agenda, they ran against them.
Mr. Porter. I see absolutely nothing wrong with that as long as

they do it on their own funds.
Mr. ZiON. Absolutely.
Mr. Porter. If they are doing it on government grant funds, I

see a great deal wrong with it. I think the American people would
be outraged to know that.

Mr. ZiON. They should be.

Mr. Porter. If it was in the other direction, on the far right, I

would be just as outraged. I think people have to stand on their
own.
That very much surprises me that we have grants going to

groups like that. We will look into that.

Mr. ZiON. Thank you, sir.

Mr. Porter. I appreciate both of you being here to testify.

Roger, good to see you; thank you. And Jim, thank you, also.

Mr. ZiON. Thank you.
Mr. Martin. Thank you, Mr. Chairman.
Mr. Porter. This concludes our hearing for today. The sub-

committee is adjourned.



148

Wednesday, January 18, 1995.

DEPARTMENT OF EDUCATION DOWNSIZING
WITNESSES

HON. RICHARD W. RELEY, SECRETARY OF EDUCATION
MARSHALL S. SMITH, UNDER SECRETARY
SALLY H. CHRISTENSEN, DEPUTY ASSISTANT SECRETARY FOR
BUDGET

Mr. Porter. Secretary Riley, we are very happy to welcome you
here today. We are continuing our series of hearings with Cabinet
Secretaries focusing on downsizing and rescissions; and, Mr. Sec-

retary, we are delighted you have your health problems behind you
and look forward to working with you in this Congress to address
the problems of our country and to make government more efficient

and responsive and smaller. We are very delighted you could come
and testify this morning.

Secretary RiLEY. Thank you.
Mr. Porter. Mr. Obey.
Mr. Obey. I also would like to welcome you, Mr. Secretary. I

think you are doing a fine job as Secretary on behalf of the young
people of this country. I apologize because I will not be here for

most of the hearing. We have a conflicting Democratic Caucus
today so I have to decide which meeting I want to screw up as
much as possible so I will probably be over there most of the time.

Mr. Porter. I would add that starting hearings at 9 o'clock is

seemingly a good idea until both Democrats and Republicans call

their caucus at the same hour. Please proceed.

INTRODUCTION OF WITNESSES

Secretary Riley. I appreciate the opportunity of being here, and
I am pleased to have Mike Smith, the Under Secretary of Edu-
cation here with me and Sally Christensen, the Deputy Assistant
Secretary for Budget.

Opening Statement

After two years, Mr. Chairman and Members of the subcommit-
tee, of developing budgets under tight spending caps I recognize

the burden and pressure faced by this Subcommittee.
As a Governor I balanced the State budget for eight years, and

I know how difficult that is. I am by nature a careful and frugal

person who likes to get a good return on our public investment.

INVESTMENT IN EDUCATION

Education, in my mind, is clearly the key investment in this Na-
tion's future, and the American people remain strongly committed
to investing in their children's education.
A recent public poll, a New York Times-CBS poll, showed that

when people were asked whether they favored a balanced budget
amendment to the Constitution, 81 percent said yes. But when
they asked the same people whether they would favor cuts in edu-
cation spending in order to balance the Federal budget, support
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dropped to 22 percent, a drop of 59 percent, a dramatic illustration,
I think, of the values that the American people place on education.
The American people I think know that we are in a unique time

of economic and social transition, and I don't think this is the time
to deemphasize education, particularly as we rush forward into this
new Information Age. This country gets ahead and our citizens get
ahead as individuals when we invest in education. It has always
been a basic working principle that has defined the Federal role in
education.

FEDERAL ROLE

Historically, the Federal Government has moved to support edu-
cation, to encourage economic development, to protect our national
security, to ensure access to higher education and to ensure the
basic rights of all Americans to have an equal opportunity to get
a first-class education.
Education is a national priority, but it is a State responsibility

and a local function. I recognize that the Federal Government has
a limited but vital role in education. I am a firm believer in the
10th amendment. I am not an advocate of a national exam or in-

trusion of the Federal Government into State and local decision-
making.
That is why we have gone to great lengths in the last two years

to fundamentally change the way that we do business. That may
be a good place to start my discussion—to talk to you about my vi-

sion for education.

secretary's vision for education

When I was Governor of South Carolina, I viewed the Depart-
ment of Education as an agency with good intentions but one that
got itself tangled up with a lot of strings and red tape. When I be-
came the Secretary of Education, I was determined to try to turn
that around. We kjiew school reform had to be comprehensive, not
piecemeal. We also knew that flexibility and accountability had to
be at the center of any changes made in Federal programs.
That is the reason my efforts have been directed to moving away

from the old 1960s categorical, top down approach. Instead, we
placed a strong emphasis on accountability for results and maxi-
mum flexibility in how to achieve them.

All of our new programs are defined in this new vision—the
Goals 2000 Act, the School-to-Work Opportunities Act, our strong
new emphasis on getting technology into the classroom, our sup-
port for charter schools, our redesigned Title I program, and our
commitment to making good teachers, better teachers through the
new Eisenhower Professional Development Program, and the
streamlined and money-saving direct loans for student financial
aid.

My concern to you then, as you review the 1995 appropriations,
is that the subcommittee not penalize these programs simply be-
cause they are new. They represent our best collective thinking
about how to make effective change happen. These programs have
gotten strong bipartisan support because they do represent real
change and go in a new direction. If the Committee singles out
these new programs for rescission, I am concerned that we will
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miss a real opportunity to truly change what we do. This is why
the Goals 2000 Act is one of my highest priorities.

GOALS 2000

In terms of our overall budget, the appropriations set-aside for

the Goals 2000 Act is relatively modest, but this legislation is the
culmination of thinking by a great many people about how to im-
prove America's education.

Goals 2000 provides the framework for all of our other reform
initiatives and defines the Federal role in a better and a less intru-

sive way. Goals 2000 is the driving force behind the ongoing effort

across the country to raise standards and to get technology into the
classroom, safe schools, challenging class work—more difficult, yes,

but more engaging—parent involvement, emphasis on quality
teaching and learning.

I want to emphasize that there are no regulations governing this

$400 million program, and the State application form is only four
pages long. I estimate that about 98 percent of all the funding in

Goals 2000 goes directly to the States, and in this second year 90
percent of all the funding flows directly to the local school districts

from the States so it is funds that go right down to the school dis-

tricts.

Forty-two States have already applied for the first year funds.
Let me give you some examples of how they are using that funding.
The State of Massachusetts is using its State's planning money

to support the creation of 14 charter schools.

Kentucky is using its Goals 2000 money to encourage parental
involvement in Kentucky's ongoing reform efforts.

In Illinois, Goals 2000 is giving local educators the rare chance
to be strategic in thinking about the future, to move outside of the
demands of day-to-day management to fundamentally rethink what
needs to be done to improve their schools.

Oklahoma is using the $1.2 million of its initial planning money
to begin implementing the recommendations of the Oklahoma Com-
mission on Teacher Preparation and to help pull together existing

but separate technology initiatives. Goals 2000 doesn't change what
the State of Oklahoma wants to do. We support their process and
help make new connections. Goals 2000 works because it fits local

needs and not the other way around.
Goals 2000 is also central to much of the work that we have done

in the last two years to redesign our Title I program which sends
$7 billion to local school districts with high numbers of disadvan-
taged students. Two decades of research tell us that disadvantaged
young people can learn more than we really expect them to learn.

This is why the reform of Title I is linked to and framed by the
commitment to Goals 2000 and high standards for all children.

NEED FOR CONTINUED SUPPORT

Two key facts suggest a powerful rationale for giving every young
person access to high quality education. About 44 percent of those
on welfare are high school dropouts. Eighty-two percent of all the
people locked up in America's prisons and jails dropped out of
school as well. If we want to end welfare and if we want to end
the violence and the spiritual numbness that grips some of our
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young people, then I urge the committee to recognize what can be
done if we invest in education.

FORWARD FUNDING

As you review the 1995 appropriation I want to emphasize a crit-

ical point regarding the timing of appropriations for the Depart-
ment's programs. Most of our programs in education are what we
call forward funded, meaning that the funds are appropriated in
one year for use during the following academic year. Thus, the
1995 appropriation primarily supports school year 1995-1996, and
most of these funds will be distributed after April 1 of this year.
This funding mechanism was developed by Congress over a pe-

riod of years in a bipartisan effort to assure school districts and
schools know in advance of their pending allocations. Most of them
have already taken into account their expected 1995 awards as
they have developed their overall plans and budgets in coordination
with State legislators and local school boards. And many districts

have almost completed their planning process for the 1995-1996
school year.

I point this out because the funding procedure, at first glance,
makes it appear easy to reduce these programs because the 1995
awards have not yet been made. However, it is important to keep
in mind the impact of any reductions.
Many States, for example, are required to notify teachers by

State law if they are not going to be retained in the next school
year. California, for example, must notify its teachers by March
15th. If funding is cut after that date, districts will have to retain
the teachers whom they pay with Federal dollars even if they do
not get the funding.

In my opinion, reducing an appropriation because it has been for-

ward funded is somewhat unfair to education, and it is also I think
poor budget decisionmaking, and it would certainly play havoc at
the local level and I think would become another example of what
people would perceive to be wrong with Washington. So I urge the
committee not to go down this road.

HIGHER EDUCATION

Let me turn my attention to what we are doing in higher edu-
cation. The American middle class is what it is today in large part
because the Federal Gk)vernment has made a national priority to

give every individual who can make the grade, access to a higher
education. This has been a national priority ever since the GI bill

passed 50 years ago. I got my law school education with the GI bill

after serving in the Navy and am very grateful for it.

In 1995, about 75 percent of all the student funding for higher
education in this country comes from the Federal Gk)vernment. To
that end, we have modestly increased funding for Pell grants and
created a new direct lending program that will save taxpayers $4.3
billion by 1998 and save students $2 billion in interest by 1998.
The direct lending program is succeeding because we have gone

to great lengths to ensure customer service by providing advance
training, and we are making full use of every modem technology.
As a result, we have cut the processing time from three weeks to

some 24 hours for the average student loan.
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DEPARTMENT SIZE AND SCOPE

We have done a great deal of streamlining of the Department's
programs in the last two years and will certainly do more. We are

the smallest Cabinet agency in terms of employees, even though we
have the eighth largest budget, and I think that is an indicator of

efficiency in itself.

Here I want to speak directly to the suggestion that we can find

more savings by recreating the Department as an Office of Edu-
cation. When education was part of HEWs Office of Education and
other related agencies, we employed some 7,700 individuals. Today,
we have around 5,000 employees, even though we have been asked
to manage a great many more programs over the past 15 years.

We have worked hard to create and instill a new management
ethic and structure in this Department, an area of great concern
that was too long ignored in past years.

We have decreased the student aid default rate from a peak of

22 percent to 15 percent at a substantial savings to taxpayers. We
intend to keep driving that default rate down further. We have in-

creased our collection efforts. In 1990, defaulters returned $879
million to the government. In 1994, we collected $1.5 billion.

In the past two years our budget request has included proposals
that would have saved hundreds of millions of dollars by eliminat-
ing unnecessary programs. In the 1995 budget the President, for

example, proposed to eliminate 34 programs, for a total savings of

more than $600 million.

We are currently in the process of finalizing decisions on our
1996 budget, including any proposed rescissions for 1995. As you
know, the President will transmit our budget to you on February
6th, and I shall be prepared to testify or to meet with you on the
details of these proposals after that.

We can always do better, Mr. Chairman, in managing our pro-
grams so that they are truly accountable to the American taxpayer,
and I am not averse to change or to new thinking, and I look for-

ward to working with all of this subcommittee to understand your
concerns and your priorities.

CLOSING REMARKS

In closing, I want to go back to where I started, to reemphasize
to Committee Members that the American people want to invest in

education if the investment is well thought out and it makes sense.
They are pro-education, and it is appropriate in the times that we
are living in.

I believe many Americans see deficit reduction and investing in

education as two of the essential ways to secure our Nation's long-
term economic prosperity. The need then to reduce the Federal
budget must be balanced against the need to invest in our Nation's
future.

For these reasons, I urge the Committee to recognize the work
that has been done to create the bottom up reform to reach high
standards for all children like Goals 2000, to be aware of the for-

ward funding issue, and to recognize that this Department has
made a commitment to streamlining and saving taxpayers dollars.

Above all, I urge Committee Members to keep the broad vision of
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the connection between America's future and education, education

being a State responsibility but a national priority.

I will be happy to respond to questions.

Mr. Porter. Mr. Secretary, thank you for your good statement.

[The statement and biography of Secretary Riley follows:]
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Testimony of

U.S. Secretary of Education
Richard W. Riley

on the

Review of Fiscal Year 1995 Appropriations

INTRODUCTION

Mr. Chairman and Members of the Committee. I appreciate the

opportunity to testify before this Subcommittee. After two years of

developing budgets under tight spending caps I recognize the burden and

pressure faced by this Committee.

As a Governor I balanced a State budget for eight years so I know
something about the process. I am by nature a prudent and frugal person. I

am someone who likes to get a good return on my investment.

Education, to my mind, is clearly the key investment in this Nation's

future, and the American people remain strongly committed to investing in

their children's education. A recent public opinion poll clearly illustrates this

point.

The poll by the New York Times and CBS News showed that when
people were asked whether they favored a balanced budget amendment to

the Constitution, 81 percent said yes. But when these same people were

asked whether they would favor cuts in education spending in order to

balance the Federal budget, support dropped to just 22 percent. That's a

drop of 59 percentage points - a dramatic illustration of the value the

American people place on education.

If you believe, as I do, that the strength of this country is in the self-

reliance of our citizens - and if you believe that the "locus of power" is the

self-reliant American and not the government ~ then that self-reliance

comes, in large part, because we see the education of the American people

as an act of nation-building.

It seems to me, then, that the American people have it about right.

This is no time to de-emphasize education, particularly as we rush forward

into this new Information Age. This country gets ahead and they get ahead

as individuals when we invest in education. This has always been the basic

working principle that has defined the Federal role in education.

A NEW VISION OF WHAT WE DO

Education is a national priority but it is a State responsibility under

local control. We recognize that the Federal government has a limited role

in education and I am a firm believer in the 10th Amendment. I am not an
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advocate of a national exam or the intrusion of the Federal government into

State and local decision making.

This is why we have gone to great lengths in the last two years to

fundamentally change the way we do business. And, that may be a good
place to start this discussion ~ to talk to you about my vision of education.

When I was Governor of South Carolina, I viewed the

U.S. Department of Education as an agency that had good intentions but got

itself tangled up with a lot of strings and red tape. My focus was on

improving results, the Department's was on monitoring compliance.

When I became the Secretary of Education, I was determined to turn

that situation around. Some real thinking people, including a good number
of my fellow Governors, had done some serious work in re-thinking how
school improvement actually happens. We knew that school reform had to

be comprehensive; that it couldn't be piecemeal. We also knew that

flexibility and accountability had to be at the center of any changes made in

Federal programs.

This is the reason why my efforts have been directed at moving away
from the old 1960's categorical, top down approach. Instead we have

placed a strong emphasis on accountability for results, and maximum
flexibility in how to achieve them. We have worked very hard to open up the

process; to get away from the idea of smothering the States, communities,

and schools with regulations and mandates.

All of our new programs are defined by this new vision - the Goals

2000 Act, the School-to-Work Opportunities Act, our strong emphasis on

getting technology into the classroom, our support for charter schools, our

re-designed Title I program,

and our commitment to making good teachers better teachers through

professional development.

This is one reason why I think we got so much bipartisan support for

these new programs. They really do represent effective, positive change.

They are an entirely different model of how the Federal government does its

business.

My concern, however, is that because these programs are so new
they will be the first on the chopping block. I want to assure you that if the

Committee goes in that direction then we will miss the opportunity to really

change how the Federal government functions - nothing really will have

changed.
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This is why the new Goals 2000 Act is one of my highest

priorities. In terms of my Department's overall budget the appropriation set

aside for the Goals 2000 Act is relatively modest. But this legislation is the

culmination of a decade of thinking by a great many people about how to

improve American education.

Goals 2000 provides the framework for all of our other reform

initiatives and defines the Federal role in a better, more balanced new way.

Goals 2000 is also the driving force behind the ongoing effort across this

country to raise standards and get technology into the classroom.

In many respects, Goals 2000 is the strategic map or guide that

Governors and educators are using to think through how they help teachers

in the classroom. This $400 million program provides great flexibility to

schools, school districts, and States to develop and implement reforms

based on their own challenging standards. That is why three of the best

teachers in the nation - the three most recent National Teachers of the Year
- wrote me last week expressing their hope that the U.S. Department of

Education and Congress will increase funding for Goals 2000.

I want to emphasize that there are no regulations governing

Goals 2000, and that the State application form is just 4 pages long. I

estimate that about 98 percent of all the funding in Goals 2000 goes directly

to the States, and in its second year 90 percent of all funding flows directly

to local school districts. This is an entirely different way of doing business

for the Federal government.

Goals 2000 is a model of how Federal funds should flow to the States

and that is one reason why Goals 2000 has won the support of a majority of

Governors and State legislators - Republicans and Democrats -- since it

became law last April. We have now received 42 State applications for first-

year funds, and have approved 41 of those applications.

Massachusetts, for example, is already using its State planning

money to support the creation of 14 charter schools. Kentucky is using its

money to encourage parental involvement in Kentucky's on-going reform

efforts. Oregon is using its Goals 2000 money to support the Oregon
Benchmarks , the citizen-based vision of education for the 21st century.

In some States like Illinois, for example, local school districts are

using Goals 2000 monies for strategic planning. Goals 2000 is giving local

educators the rare chance to be strategic in thinking about the future; to

move outside of the box of day-to-day management to fundamentally rethink

what needs to be done to improve their schools.
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One of the factors contributing to rapid development of statewide

reform plans is the compatibility of Goals 2000 with pre-existing State and
local reform efforts. We are not asking States and school districts to start

over and re-do their own plans according to some Federal blueprint.

Instead, Goals 2000 provides a vehicle for pulHng together State and local

reform efforts into a comprehensive plan linked to high standards for all

students. Let me give you an example.

Oklahoma is going to use its $1.2 million in initial planning money to

(1) begin implementing the recommendations of the Oklahoma Commission
on Teacher Preparation, (2) help local school districts develop their own
Comprehensive Local Education Plans, which are already required by the

Oklahoma State Board of Education, and (3) help to pull existing but

separate technology initiatives together. Goals 2000 doesn't change what
the State of Oklahoma wants to do; we speed up the process and help make
the new connections.

Goals 2000 is also central to all of our efforts in the last two years to

redesign our Title I program, which sends approximately $7 billion to local

school districts that have a large number of high poverty schools. Title I, as

you know, has been at the very center of the Federal commitment to helping

disadvantaged students, and is a major factor in reducing the high school

dropout rate for African-Americans, which has declined by 50 percent in the

last twenty years.

But we still have a long way to go. We know, for example, that about

44 percent of all the people on welfare rolls are high school dropouts; and

82 percent of all the people in ihis nation's prisons and jails are also high

school dropouts. That tells you something.

If we want to end welfare - if we want to keep people from getting on

welfare in the first place ~ and keep them from going down the road to

violence and spiritual numbness ~ then we need to keep our focus on

helping young people learn their way out of poverty ~ and I mean all

children, black and white ~ and this can only be done by setting high

standards.

I will be the first to tell you that about the surest way to create an

angry 16-year-old illiterate dropout is to give that young person a

watered-down curriculum from first grade on which tells him in no uncertain

terms: young student, you aren't good enough to learn anything hard, so

why even try.

We now know that changing our expectations of what poor and
disadvantaged children can achieve is central to helping them learn their

way out of poverty. Two decades of research tell us that disadvantaged
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young people can learn more than we generally expect of them. This is why
reform of Title I is linked to and framed by the commitment in Goals 2000 to

high academic standards.

My point in this rather lengthy explanation is to suggest to you that if

you are for real change in how Federal programs function, you are going to

have to resist the temptation to take the easy way out and cut the funding

for these new programs.

WHY WE FORWARD FUND

As you review the 1995 appropriation, I also want to emphasize a

critical point regarding the timing of appropriations for the Department's

programs. Most of our programs are what we call "forward funded,"

meaning that funds are appropriated in one year for use dunng the following

academic year. Thus, the 1995 appropriation primarily supports school year

1995-96, and most of these funds will be awarded after April 1 of this year.

This funding mechanism was developed by Congress over a period of

years — in a bipartisan effort— to ensure that States, school districts, and

schools know in advance of their pending allocations. Most of them have

already taken into account their expected 1995 awards as they have

developed their overall plans and budgets in coordination with State

legislatures and local school boards, and many districts have almost

completed their planning process for the 1995-96 school year.

I point this out because this funding procedure, at first glance, makes
it appear to be easy to reduce these programs because 1995 awards have

not yet been made. However, it is important that we keep in mind the

impact that any reductions in these programs would have on the plans and

budgets of States, school districts, and postsecondary institutions.

Many States, for example, are required by State law to notify teachers

if they are not going to be retained in the next school year. California, for

example, must notify its teachers by March 15th. If funding is cut after that

date, districts will have to retain the teachers whom they pay with Federal

dollars even if they do not get the funding. I urge the Committee to

recognize that reducing forward-funded money will play havoc at the local

level and would become another example of what is wrong with Washington.

HIGHER EDUCATION

Let me now turn my attention to what we are doing in higher

education. The American middle class is what it is today in large part

because the Federal government has made it a national priority to give

every individual who can make the grade access to a higher education. This
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has been a national education priority ever since the G.I. Bill passed 50
years ago.

In the last 20 years alone, to illustrate this point, 40 million Americans

have gone to school on a Federal student loan. I have no doubt that some
Members of this Committee and your Committee staff went through college

with the support of Federal student loans.

In 1995, about 75 percent of all the student aid funding in this country

comes from the Federal government. So we have had a very big stake in,

and continue to have a very positive role in, helping to maintain and expand
the American middle class as we know it today. To that end we have

modestly increased funding for Pell Grants and created a new direct lending

program that will save taxpayers $4.3 billion by 1998 and save students

$2 billion in interest by 1998. This program is succeeding in large part

because we are making use of every modern technology, cutting the

processing time from three weeks to 24 hours for the average loan.

ACCOUNTABILITY TO TAXPAYERS

We have done a great deal of streamlining of this Department's

programs in the last two years and we will certainly do more. We are the

smallest Cabinet agency in terms of employees even though we have the

7th largest budget-almost all of it supporting better education in local

schools and colleges.

Here I want to speak directly to the suggestion that we can get a

whole lot smaller by recreating this Department as an Office of Education.

When Education was part of HEW, the Office of Education and other related

agencies employed 7,700 individuals. Today, we have about 5,000

employees, even though we have been asked to manage a great many more
programs.

We have worked hard to create and instill a new management ethic

and structure in this Department, an area that was too long ignored in past

years. Indeed, we have made a good down payment in fundamentally

restructuring the way this Department works, including the development of a

strategic plan with performance indicators.

In specific, we have decreased the student aid default rate from a

peak of 22 percent to 15 percent at a substantial savings to taxpayers. We
intend keep driving that default rate down even further. We have also

increased our collection efforts. In 1990, defaulters returned $879 million to

the government. In 1994, we collected $1.5 billion.
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Finally, I would like to point out that in each of the past two years, our

budget request has included proposals that would have saved hundreds of

millions of dollars by eliminating unnecessary programs. At the same time,

by making these tough choices, we were able to propose increases for

higher priority programs and initiatives that would encourage and help

communities. States, and postsecondary institutions to address today's

education challenges.

In his 1995 budget, for example, the President proposed to eliminate

34 programs for a total savings of more than $600 million. Congress did

agree to 14 of these proposed eliminations (included 2 that we had not

recommended), for a savings of $82 million.

We are currently in the process of finalizing decisions on our 1996
budget, including any proposed rescissions for 1995. As you know, the

President will transmit our budget to you on February 6, and I shall be
prepared to testify or to meet with you on the details of these proposals after

that date.

I want to emphasize that in developing our proposals over the past

two years, we have worked very hard to take a rational, management-
oriented approach to the problem of program proliferation. Cutting

unnecessary programs is not just a matter of saving money, but a critical

component of the President's efforts to reinvent a government that works
better and costs less.

In closing I want to go back to where I started and re-emphasize to

Committee Members that the American people want to invest in education.

They are very pro-education. We can always do better in managing our

programs so that they are truly accountable to the American taxpayer. I am
not averse to change or new thinking and I look fonward to working with new
Committee Members to understand their concerns and priorities.

But I would urge the Committee to hesitate before putting education

funding on the chopping block. The need to balance this budget must be

balanced against the need to invest in our Nation's future. For many
Americans deficit reduction and investing in education are the two essential

ways we can secure our nation's future economic prosperity and assure all

Americans a real opportunity to be part of the broad American middle class.
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Mr. Porter. We are pleased to be joined today by the Chairman
of the Appropriations Committee, Mr. Livingston of Louisiana, and
with his very difficult and heavy schedule I would like to call on
him first.

GOALS 2000

Mr. Livingston. Thank you very much, Mr. Chairman, and I will

try to take very little time.
Welcome, Mr. Secretary. Thank you for coming. Thank you for

your statement.
I am concerned, however, that not everyone views Groals 2000 as

you have described it. You say that Goals 2000 is a model of how
Federal funds should flow to the States. Others believe that Goals
2000, as it has now been conceived—and perhaps was not origi-

nally intended, but as it now has been outlined by you and your
Department—retains the business-as-usual agenda that has sabo-
taged the quality of American education for the last 20 years.

I am going to play devil's advocate here. People who are con-
cerned about it—and I am concerned about what I read about it

—

suggest that more money is not the sole answer under Goals 2000
to our education failures, that Goals 2000 creates a whole new
layer of bureaucracy. Three new panels are created—the National
Education Standards and Improvement Council, the National Skill

Standards Board and the new National Education Groals Panel.
Goals 2000 creates a powerful new bureaucracy that is to con-
centrate on factors completely unrelated to how much our children
are learning.
They say Goals 2000 requires that all States which receive Fed-

eral funds first reach arbitrary opportunity to learn standards be-
fore implementing local reforms. They say the standards have ev-

erything to do with how much we are spending and nothing to do
with how much our students are learning.
They say that the funds under (Joals 2000 only have to be rea-

sonably related to school improvement, which means funding
school-based clinics, multicultural programs, outcome-based edu-
cation and any number of other failed reforms over the many years
would be included in this effort.

They say that Goals 2000 fails to permit private and parochial
school choice, that it alters the original national education goals,

sending a message that education reform is subject to trends and
fads, that it creates a powerful National Education Standards and
Improvement Council that will develop national opportunity-to-
leam standards, national content and performance standards, a na-
tional curricula and a national testing system, and that this Coun-
cil will be accountable to no one.

And they say that (joals 2000 guarantees that education reform
will come from the educrats of Washington, not from the parents
and teachers in the cities and towns of America.

HISTORY STANDARDS

Now, I guess the criticism of this effort is epitomized by the arti-

cle in The Wall Street Journal on October 20 by Ms. Cheney, who
is the former Chairwoman of the National Endowment for Human-
ities. In that article, she says that her biggest concern is that the

i
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national standards have been diverted from their original purpose
and that they border on, my word, idiocy, if I can take her com-
ments at face value.

She says if the standards are approved by the National Edu-
cation Standards and Improvement Council, part of the bureauc-
racy created under the Administration's Goals 2000 Act, students
across the country may begin to learn their history according to

them.
The documents setting forth the national standards divide Amer-

ican history into 10 areas and establish two to four standards for

each area, for a total of 31. She says the general drift of the docu-
ment becomes apparent when one realizes that not a single one of
the 31 standards mentions the Constitution of the United States.
She lists subject matters of history that are mentioned and those

that are not. She says that Paul Revere is not mentioned at all.

But Seneca Falls—the Declaration of Seneca is mentioned nine
times. Lincoln's Gettysburg address is mentioned once, but the
American Federation of Labor is mentioned nine times. J. P. Mor-
gan is not mentioned, but Harry Truman is mentioned six times.
Ulysses Grant is mentioned once, but Senator Joseph McCarthy
and McCarthyism is listed 19 times. Thomas Edison and the
Wright brothers are not listed at all, but the Ku Klux Klan is listed

17 times.

She says that the authors tend to save their unqualified admira-
tion for people, places and events that are politically correct while
ignoring other truly historical events of this Nation.
And she says that two white males who were contemporaries of

Harriet Tubman, the African-American who helped rescue slaves
by way of the underground railroad, who was mentioned six

times—two white males get one and zero mention, Alexander Gra-
ham Bell and Thomas Edison. They are—^Ulysses Grant gets one,
and Robert E. Lee who gets none. Alexander Graham Bell, Thomas
Edison, Albert Einstein, Jonas Salk and the Wright brothers don't

get any reference at all.

And she says that in 1992 the National Endowment of the Hu-
manities put up $525,000 and the Department of Education put up
$865,000 towards establishing these standards. I suspect that—in

view of your statement—that a considerably greater amount of
money from the Department of Education is going to the perfection

and implementation of these standards, and my question to you is,

why?

PROGRESS ON HISTORY STANDARDS

Secretary RiLEY. Well, Mr. Chairman, the information that you
have I respectfully submit to you is largely misinformation, in my
judgment, on the history standards.

However, that debate is a different issue. I do not think I should
defend what this consensus group did because they were chosen by
Ms. Cheney and Mr. Alexander when they were in office. They then
came forth with consensus standards for history, as they were as-

signed to do. The standards they came up with I don't think are
in question. All of the questions that Ms. Cheney raises I think
deal with examples of teaching, and those perhaps were skewed.
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There is a series of meetings taking place now involving lots of
people—conservatives, liberals, people of all persuasions—^to really

try to look through these teaching examples to make sure that they
are a fair representation of what they should be.

So I think you are seeing what is the first phase of a long proc-

ess. And the first draft that came out from this group that Ms.
Cheney and Mr. Alexander chose and contracted with, displeased
her and displeased a number of others. And the numbers that you
gave are, in fact, numbers, if you count those various things, in the
teaching examples. I think that the revision process is moving in

the right direction.

The other standards, many of them—civics, geography—that we
are reading about basically are pretty well received. However, none
of them have been endorsed by us or in any way are we involved
in them. They are outside people that are being contracted to try
to come up with consensus standards. So that is the process.

WORLD-CLASS STANDARDS

I submit that it is healthy for this country to be talking about
what young people should learn in school, and that is a healthy
process. That is a healthy debate. What is an education in terms
of an eighth grade student? What should they know about history,

about math, and so forth?
That is the whole idea of the standards process. And I think it

is a bipartisan feeling that developing State standards—and that
is what we believe in, not national standards—this consensus proc-

ess is an effort to develop world-class standards that States then
can use as they wish.

It is purely voluntary in terms of their use. If a State decides not
to use them at all, that is up to them. They are not punished in

any way. No funds are dependent upon their adopting these na-
tional standards if and when they are developed.
So that is a healthy process. That is the first stage of it. And I

do think the debate is healthy.
When you look at Gk)als 2000, the other concerns that you raised,

I would ask you to really look at the legislation that creates it.

EVOLUTION OF GOALS 2000

Of course, the Goals Panel is in operation now. It was in oper-
ation when we came in office. The national goals came out of the
Governors' meeting, and President Bush and now President Clinton
were both very much involved in that.

We think that was a State expression, and we think when we
talked about a Nation at risk in the early 1980s that was impor-
tant, and everybody was concerned that we were moving towards
mediocrity. And I was concerned about it, and I was a Governor
then.
But it was a Nation at risk. It wasn't the Nation's concern about

a State or a community in a State. It was a Nation at risk, and
it was a Nation's problems. So we came up with national goals. The
Governors wanted that done.
Then when we came to office we felt like we needed to make

those State Governors' goals part of the national goals and then to

develop a process where we could develop world-class standards

—
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purely voluntary, but these high, high standards which would help
us compete with Korea in math or whatever, and that process then
calls for a council to review these standards as they come in. It

calls for them to be certified by that council if they choose to cer-

tify.

This council would be appointed of course, a representative
group. That is not a major part of the Goals 2000 Act because those
standards are purely voluntary. Each State under Goals 2000 has
to develop its own standards, and they should define what an edu-
cation is in their States. If you don't know what it is you don't
know what you are shooting for.

Then each State does its own assessment process measured to

their own State standards. Understand, it doesn't matter what the
national standards are. That simply is another issue.

Then each State develops—with the Governor and the Chief
School Officer being the key people—a State panel. That panel then
develops a State plan for reaching for these goals, and the goals we
are familiar with—eight goals that were passed by the Congress.
Then the States also develops their own standards and their own
assessment processess. Then the money substantially goes right
down to the school district, 90 percent of it, and the school districts

likewise develops their standards, their assessments, their proc-
esses for reaching the goals, and each school then in the school dis-

trict does the same thing.

MODEL REFORM INITIATIVE

And that is a very sensible, to me, process. It is State and locally

driven. The goals talk about safety. They talk about discipline.

They talk about the very things that the people out there are talk-

ing about and craving for. They talk about high standards. They
talk about graduation.
So I respectfully submit, sir—and I understand everything you

have read. I have heard over and over and over again, and I think
well-intentioned people have gotten misinformation. I don't accuse
anybody of anything because I think people are well-meaning and
concerned about their children. They see people graduating that
can't read and write. They are concerned about violence, drugs. I

am.
And Goals 2000 deals with that for them to do it in their own

way. I submit that it is a model for a Federal role which says we
are going to put these funds there. You, the State and the local

schools then will determine how to use them to reach these broad
objectives.

Mr. Livingston. Mr. Secretary, thank you for your comprehen-
sive response, but I am concerned. You say that the standards for

the States are voluntary. My information was that in order to get
the money they had to comply with the national standards. If they
can set their own standards altogether then what is the purpose
of having national standards?

VOLUNTARY STATE STANDARDS

Secretary RiLEY. I am glad you point that out. Because that is

right. The law is absolutely clear that not only Gk)als' money but
other monies cannot be tied to adopting these national standards.
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The reason for having them is to have a development of world-
class standards for particular subject matter at particular grades
and then that is a very high level of standards. And a State could
come in and say, we want to adopt these world-class standards in

math, but we don't like them in history. It will save the State from
going out and spending the money to figure out what world-class
standards would be in math. That is common sense to me.
They say they are voluntary, but they might some day not be or

whatever. The whole concept is for these just to be model world-
class standards for a State to use or not. And, believe me, if a State
says we are not going to pay attention to those, we are going to

develop our own standards, that is okay.
Mr. Livingston. Are you saying that Lynne Cheney is incorrect

when she asserts that the world-class standards for history are as
slanted as they are indicated in her Wall Street Journal article?

HISTORY STANDARDS

Secretary Riley. I say that in terms of these standards them-
selves, I don't think she even says that the standards are slanted.
I think the standards are all right. These things that she cites are
teaching examples under the standards, and I think everybody
pretty well understands that.

Mr. Livingston. If she is right, I am concerned that something
is wrong with the process.

Secretary RiLEY. It is a consensus process that she and Lamar
Alexander contracted for, and we had zero thing to do with it in

this process.

Mr. Livingston. If it developed that poorly I think maybe it

ought to be killed in its cradle.

Secretary Riley. It is a first stage, and please give it a chance
to go through. They are having meetings now. That is why you put
out a draft, for people to respond to. I think you will see some
changes, and I think you will be pleased with that.

Mr. Livingston. Thank you, Mr. Secretary, and thank you, Mr.
Chairman.

[Clerk's note.—^Additional information was provided to the
Committee from the Secretary subsequent to the hearing:!
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During the hearing, Mr. Livingston and other Members brought up several issues about the

Goals 2000 legislation. Four specific points are clarified for the record.

ADDITIONAL INFORMATION ABOUT
GOALS 2000: EDUCATE AMERICA ACT

Under Goals 2000. three new federal bureaucracies are created .

The Goals 2000 Act established three independent boards, each of which is comprised of nonfederal

employees - state and local officials, business leaders, parents, and educators, serving in volunteer

positions and supported by a total staff of less than 30 people and a budget of less than $10 million.

One of the boards, the National Education Goals Panel, already existed.

NESIC will be a national school board .

NESIC will not be a national school board. It will have no authority with regard to the operation of

state and local education. It will have no authority with regard to federal funding or regulations.

The authority ofNESIC is to discuss, review, and , if appropriate, certify content and performance

standards that are submitted to NESIC. It will also discuss, review, and, if appropriate, certify

opportunity-to-leam standards that are submitted. No group or state is required to submit standards

to NESIC and no federal funding is tied to having standards certified by NESIC.

Qpportunitv-to-leam standards

The Goals 2000 Act authorizes funds for the development of opportunity-to-leam standards or

strategies by states. These standards or strategies are intended to serve as a guide and their

implementation is voluntary.

How Goals 2000 funds are spent .

There is great flexibility in how local schools and communities can use Goals 2000 fiands to improve

their education systems. States and communities identify the priorifies and needs of their children

and make the decisions on how to spend the resources.
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Mr. Porter. Thank you for joining us this morning.
Mr. Obey, you have us outnumbered four to three at the present

time. I yield to you.

Mr. HOYER. Vote.

Mr. Obey. Just for the record, would you again tell us under
which left-wing, spongy-headed liberal this process was developed

under which these history standards are being discussed today?

Secretary RiLEY. Congressman, I don't want to characterize any-

one that way. They are friends of mine.

But the statements that the people are concerned about is that

these history standards are part of Goals 2000, that we have
brought about

Mr. Obey. You had zero involvement in the selection of the per-

sons who developed those standards?
Secretary RiLEY. Absolutely. They were contracted with and paid

by the previous administration, and it took several years to com-
plete the process.

Mr. Obey. Because I have seen numerous references to this ad-

ministration's lust for developing standards like that, and I guess

this is just another example of the things that we know that ain't

so that confuse the dialogue on issues like this.

CAMPUS-BASED STUDENT AID

I would like to ask you about something more concrete. The Re-

publican Contract With America, as I understand it, suggests the

elimination of campus-based student aid programs, and it suggests

taking half of the money that would be cut from those programs
and moving them into Pell grants. If that is done, do you have and
could you list for the record the number of students who would lose

such grants on a State-by-State basis?

Secretary RiLEY. We could certainly supply that information for

you.
Campus-based programs, of course, are programs where the

funds go to the institution and it gives the institutions the oppor-

tunity then to tailor their particular programs to the students that

they have.
Mr. Obey. Right. What I am getting at is that, for instance, as

I understand it, in my district that would mean that 696 students

at the UW-Stevens Point campus, for instance, would lose an
SEOG grant, 946 students would lose work-study grants, 1,705 stu-

dents would lose loans. At UW-Superior, for instance, 975 students

would lose SEOG grants, 630 would lose work-study, 1,605 would
lose Perkins loans. I think it would be useful if we had that assess-

ment on a campus-by-campus basis.

Secretary Riley. Sally Christensen indicates that approximately

2.5 million students receive these grants from campus-based pro-

grams.
Mr. Obey. I would like to see that number disaggregated and in

the written record so that people know exactly what the impact

would be on every campus and every Member's district.

Secretary RiLEY. All right.

[The information follows:]
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Mr. Obey. If that resource transfer were to be undertaken, the
funds that were added to the Pell grant program, they would not
necessarily go to the same students, would they?

Secretary RiLEY. That is right.

Mr. Obey. Would you explain why?

DIFFERENCES BETWEEN PELL GRANTS AND CAMPUS-BASED AID

Secretary Riley. Again, the Pell grant goes to students according
to a formula based on certain things like the family earnings or
whatever.
The campus-based programs are different kinds of programs

geared to a particular institution's use of those funds. For example,
work-study is a very fine program that connects working while in

school with getting funds to help them put together their financial

aid package, and those are different kinds of programs. Students
have had to put together combinations of things, as a general rule,

and these are tremendously helpful in that combination.
I might add that under the President's proposal for a Middle-

class Bill of Rights, the education, training and reemployment part,

the ETR part, calls for a grant for people to get skills training and
also probably involve an increase in the Pell grant. So the Pell

grant, of course, is a very significant part of the package, and we
support that. The combination, though, is very important.
Mr. Obey. Isn't it also true that several of these programs that

would be eliminated in fact provide assistance to students who
could be characterized as somewhat more middle class and some-
what less coming from the poorest families in the country?

Secretary RiLEY. That is right. Pell is based on very low income.
Mr. Obey. I make that point simply to point out that we get a

lot of lectures from people about how the middle class winds up
getting stuck paying a lot of the bills for persons below them on
the economic ladder and watch with some awe as persons high up
on the economic ladder can take care of themselves with ease and
that this kind of recommendation, as a practical effect, would add
to that burden on the middle class.

PERKINS LOANS

Is it also not true that if we eliminated the Perkins loan program
and shifted half of that into Pell that we would in fact be providing
a one-time Pell grant—that that money would, in fact, be used once
by Pell grant recipients whereas Perkins loan capital is lent several
times over to assist many students?

Secretary RiLEY. That is right. Perkins is a capital fund with the
money revolving. So I think that is exactly right.

Mr. Obey. Thank you, Mr. Secretary.
Mr. Porter. I would say to my colleague from Wisconsin that the

provision he is referring to is not in the Republican Contract. That
is part of the Kasich amendment to the 1995 fiscal year budget.
And, obviously, the struggle right now is between what the Budget
Committee can tell the Appropriations Committee to do, but that
is within our jurisdiction.

Mr. Obey. I would say in response that that specific rec-

ommendation was cited by the Republican leadership in their de-
scribing of where the savings would come from under the Contract.
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Mr. Porter. It is not in the Contract.

Mr. Obey. Does that mean I am not supposed to take Mr. Ging-

rich at his word?
Mr. Porter. No.

OPINION POLLS

Mr. Secretary, you began your testimony by citing polls and say-

ing that while people were for a balanced budget amendment that

they were also for education funding. I might suggest to you that

if you ask them whether they are for cutting social security they

will say no, medicare—practically anything except waste, fraud,

abuse, pork and maybe not welfare.

I believe very strongly that if we had a law that said neither you
nor I nor any Member at any time in office can look at a public

opinion poll, we probably would have much, much better govern-

ment.
Unfortunately, we cannot give people what they want because

what they want is low taxes and high services. Perhaps part of our

deficit problem is that we have been giving people what they want
in polls for a long time now without any responsibility for the bot-

tom line.

We are here in the Appropriations Committee. These are rescis-

sion hearings, and we have to find some way to make the dollars

match up with our desires.

I would also say to the Secretary that you might be surprised I

voted against Gk)als 2000, not because I didn't think it was a good
idea but because it was $400 million of spending per year with no
revenue source and no cut in spending anywhere else. It simply

added on to our plate in this subcommittee to figure out a way to

fund. We have to come to grips with the budget, and we have to

come to grips with spending as it currently is.

And while I understand very clearly why you are unable to com-

ment on one side of the equation and can come to us and say what
is good but cannot come to us at this time and say exactly what
is bad, we do need your guidance in looking at the bottom line and
determining what really works for people and what doesn't.

1995 APPROPRIATION

You mentioned, in passing, 34 programs in the fiscal year 1995

budget that the President suggested we eliminate at a savings of

$600 million. Can I assume from what you said that the President

will be including those same 34 programs in his 1996 budget, or

should I not assume that?

Secretary Riley. Well, I don't think that I am at liberty to say

that you can assume that. The fact is though, as you say, that they

were submitted for zeroing out last year.

Mr. Porter. You have about—^what—240 programs under the

Department's jurisdiction? Roughly? Give or take five or so?

Secretary Riley. Two hundred and forty, yes.

Mr. Porter. Sally Christensen said some of those programs were
created within the last 10 or 12 years.

Ms. Christensen. That is correct.
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BLOCK GRANTS

Mr, Porter. So we are adding to them exponentially, and I real-

ize the blame lies with the Congress.
Will your budget give us some guidance as to what we can do

with 240 programs in terms of block granting them, eliminating
those that really are so narrow that we can't afford to serve such
narrow constituencies or don't work? Have you really done work on
this to give us some guidance?

Secretary RiLEY, Yes. We will certainly do that—and consolida-
tion of programs. We don't like the large number of programs to
operate ourselves. We have tried to work in that regard. And so I

think you will see that in our budget proposals that there will be
suggestions for consolidations, and we would welcome our staff

working with your staff or with you all to go into that process and
examine programs.

1996 PRESIDENT'S BUDGET

Mr. Porter. Mr. Secretary, we understand that there may be
some slippage in the budget arrival. February 6th, as you mention
in your testimony, is still the date. Do you hear that there might
be slippage or not?

Secretary RiLEY. I haven't heard of any. No, sir.

Mr. Porter. We are hoping that the President will be true to his
promise and provide guidance to us by that date and not put it off

longer. We would like to have it in terms of our deliberations in

what we need to accomplish. ^^\.

CHAPTER 1

Quickly, with regard to Chapter 1, are you at liberty to tell me
what you think we ought to do in terms of Chapter 1?

Because in the last cycle we decided that we spent this money
in a very inefficient way. Many schools in my district get little

pieces of it. It doesn't mean much in their budgets. They have told

me that it is not relevant to them. It ought to be spent in places
where it is really needed; yet when Congress adopted this, we
grandfathered the old formula. And I don't think we provided any
additional dollars outside the level of grandfathering so that we did
any targeting at all. Have you given us guidance in the budget or
can you now as to how we can better spend Chapter 1 money?

Secretary RiLEY. As you know Mr. Chairman, we recommended
and requested significant targeting of those funds for the very poor
areas. And some targeting was achieved in that process. There was
a long, deliberative process in the House and the Senate.
So we recommended more targeting, and we got some. That is

kind of where we are now. We were pleased to get some, but we
were disappointed that we didn't get more.
Mr. Porter. Thank you, Mr. Secretary.
My time is up. Mr. Stokes, I yield to you.
Mr. Stokes. Thank you very much, Mr. Chairman. Welcome, Mr.

Secretary, it is a pleasure always to welcome you before our sub-
committee. Let me start by asking you whether or not
Mr. HOYER. Would you yield to me one second?
Mr. Stokes. Certainly.
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Mr. HOYER. Mr. Secretary, I was late and I have got to leave
early because Chairman Lightfoot has scheduled a hearing on
Treasury Postal on which I am Ranking Member. I have read your
statement and look forward to working with you. I apologize for

having to leave early. Thank you.
Secretary Riley. Thank you, sir.

UNFUNDED MANDATES

Mr. Stokes. Mr. Secretary, currently pending here in the Con-
gress is a matter of unfunded mandate legislation. How does un-
funded mandate legislation affect your Department, if at all?

Secretary RiLEY. Well, the issue, of course, is one that I was very
interested in as a Governor, and I am interested in it now. It does
not affect our Department very much at all.

Concerning funds that we distribute, usually the determination
of whether you receive those funds or not then carries with it some
responsibilities. You do not generally have to receive the funds. An
awful lot of them are competitive grants that we deal with, so it

really is not something that affects our Department very much at
all, Congressman.
Mr. Stokes. I note that
Secretary Riley. IDEA, excuse me, is one you do hear a right

good bit about. The disabled students issue is one you hear as a
requirement of the Federal Government, and we only pay some 8
percent of it, I think, and it was intended to pay up to 40 percent
or something, and that is cited as an unfunded mandate more fre-

quently. But a State does not have to participate in IDEA, and if

they don't participate in it, of course, then they come without all

of that. But the Supreme Court has determined that where a State
Constitution requires the State to educate all children that it also

means disabled children should have appropriate free public edu-
cation, just like children who are not disabled. So a State has that
responsibility. So even though that could be called by some, an un-
funded mandate, really it is a State obligation, and I don't see it

as that, if you see what I mean. They would have to pay it all if

they didn't take the funds.

ELIMINATION OF THE DEPARTMENT

Mr. Stokes. As we consider the whole question of rescissions, the
whole question of downsizing as it relates to your Department, I

wonder if you would take just a moment or two to elaborate just

a bit further.

On your statement on page 8 where you mention that 44 percent
of all of the people on welfare rolls are high school dropouts, 82
percent of all the people in the Nation's prisons and jails are high
school dropouts, you tell us on the same page that the surest way
to create an angry 16-year-old, illiterate dropout is to give that
young person a watered-down curriculum from first grade on. This
tells him in no uncertain terms, young student, you aren't good
enough to learn anj^hing hard, so why even try.

I just wonder, have we reached the point in this country in terms
of educating the total American populace that we can afford now
to sacrifice the Department of Education, the bedrock of educating
Americans as a place for us to look for severe cuts?
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Secretary RiLEY. Well, Congressman, I certainly agree with you
that this is a time when education is the most important thing for

this country. Every problem practically that will be dealt with by
the Federal Government and every other Government is impacted
by education—good education, positively; poor education, nega-
tively.

The idea of the welfare problems, violence, and crime problems,
the idea that Title I that we were talking about, formerly Chapter
1, which deals with disadvantaged kids before the reauthorization

last year had kind of a watered-down curriculum for poor kids.

That was built into the system, and we recommended that that be
done away with, and you accepted that recommendation and
passed, in the reauthorization, that all children in this country
have the same high standards. All of that is part of the concept of

Goals 2000, and I think it is one of the most important things that
has happened over the years in a long time.

People don't know a whole lot about it or whatever, but we are
talking about from kindergarten forward, all children in this coun-
try, rich, poor, whatever, disabled kids having higher standards, all

kids having higher standards, expecting more of them, and then
giving them more to make something of themselves. So I think that
is very, very important that the watered-down curriculum be done
away with. It will take some time as that moves into the process,

but it is going to be a significant improvement.
Mr. Stokes. Thank you, Mr. Secretary. Thank you, Mr. Chair-

man.
Mr. Porter. Mr. Bonilla.

Mr. Bonilla. Thank you, Mr. Chairman. Mr. Secretary, it is al-

ways good to see you. Thank you for being with us here today. I

feel sometimes listening to and reading your testimony that I ought
to call you Governor instead of Mr. Secretary.

After reading your testimony about a limited role in education
and your firm belief in the 10th amendment, I think calling you
Governor this morning might be a better description. I particularly

like a line here that I am not an advocate of a national exam or

an intrusion of the Federal Government into State and local deci-

sionmaking. I don't think there is anything that we could agree on
more than that particular statement that you made.

I want to let you know also that we appreciate your willingness

to offer suggestions to eliminate and consolidate programs and we
appreciate your cooperation in working with us as you have in the

past. I want to ask you a few questions about lobbying organiza-

tions, first of all, and specifically your opinion of one group.
During the 103rd Congress I received a rating from a group

that should want to help children, and I kind of wear that zero as

a badge of honor, but sitting on this Subcommittee I was shocked
that I got a zero. I could understand a 7 or a 12 or something like

this, but to be given no credit for serving on this subcommittee was
intriguing to me and to some of my colleagues, so I looked into

what votes they thought were important, and I want to ask you
which ones you thought have a direct or indirect impact on stu-

dents, and if you will permit me, I am going to read the entire list

before I ask you to comment.
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H.R. 1804, Goals 2000, I think we can all agree that that has a
direct or indirect effect on education. H.R. 1804, again, an Armey
amendment on school choice, another one related to education, H.R.
1804, final passage, then there is the Family Medical Leave Act,

an emergency supplemental bill, the motor voter bill, H.R. 5, strik-

er replacement, the national service bill, the Penny-Kasich budget,
the Penny-Kasich budget again, and the Brady bill, and last but
not least, NAFTA, whatever that might mean to those of us on this

committee. So for 12 votes we have three definites and one maybe,
leaving eight items that have relatively nothing to do with direct

education of our children.

When the NEA was asked why they didn't count work on this

subcommittee, they stated that their members considered this an
easy vote. Well, this year this will be anything but easy, and that
will be learned by all very quickly.

My question is do you think the NEA represents improving edu-
cation for our children or do you think their major purpose is to

extend their members' rights and look after members' labor rights

and I should instead be asking Secretary Reich this question?

VIEWS OF THE NEA

Secretary RiLEY. Well, my view. Congressman, is that all teach-

ers are important, and if we are going to have education reform in

this country, if we are going to have an improved education system,
teachers have to be part of it. We can't reform over here and have
teachers over there. The same with principals, the same with par-

ents.

I believe that that is important for teachers, regardless of what
organization they belong to or how they associate themselves.
The kinds of questions that you are involved with, several of

those don't seem to me to be too much related to education, but
someone else evidently is deciding that. But I do say that it doesn't

matter to me whether a teacher is in an organization or not. I try

to involve all teachers. I think teachers are very important, and we
are into teaching and learning, regardless of organizations, as they
may exist.

Mr. BONILLA. Does the NEA receive any funds from the Federal
Government directly or indirectly from your Department?

Secretary RiLEY. We don't know of any, but we will check on it

and let you know if there are any.
Mr. BONILLA. I would appreciate a response at a later date on

that very much.
[The information follows:]
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DEPARTMENT OF EDUCATION AWARDS TO THE N.E.A.

The Department's automated grants and contracts recordkeeping system was implemented in

1988. Records in this system indicate that the Department has awarded two grants to the

National Education Association.

The national chapter of the NEA in Washington, D.C. received a grant beginning in 1989 for a

total of $292,7 1 under the Secretary's Fund for Innovation in Education.

The grant provided fiinding for the NEA's Mastery in Learning project; an initiative involving 26

schools developing research-based innovations. The project developed and disseminated

research about educational reforms on approximately 1 2 selected topics through the use of

telecommunications technology. Various reports and syntheses were developed under the

project.

In addition, the NEA's Health Information Network in Morrow, GA received a grant beginning in

1991 for a total of $164,568 under the Secretary's Fund for Innovation in Education for

Comprehensive School Health.

The grant funded the delivery of inservice training to educators who are "member-leaders" of the

NEA. Training included such topics as model health education curricula, development of student

health skills, indicators of substance abuse, potential teen suicide and emotional problems,

involvement of parents and community agencies in comprehensive school health education

programs, and creating a healthier school environment. The project also disseminated

information nationally through the NEA communications network.
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Mr. BONILLA. On page 4 of your testimony you stated not to put
the newest programs on the chopping block simply because they
are the newest. Is it safe to say that come February 6th the budget
will eliminate some of the old outdated programs in favor of the
newer ones?
Do you think your budget will eliminate more than were created

in H.R. 6 to start out with? I believe the current law was 46 and
after H.R. 6 the number is 63 programs, costing an additional $1.2
billion if fully funded.

RESCINDING FUNDS FROM NEW PROGRAMS

Secretary RiLEY. Well, the reason that I want to point out the
new programs is because I have, in reading some of the articles

about the difficulty in cutting, and so forth noticed that some peo-

ple were looking at new programs. That is a very legitimate thing
to do, but I wanted to point out that these new programs in edu-
cation are carefully thought out, bipartisan, a very significant

change in the way we do business. And I was hopeful that being
new would not be a liability on these important programs, like

School-to-Work and Goals 2000, and certainly, as I indicated to the
Chairman, when we come forward with our budget, it is my expec-

tation, then, to deal with all of the programs that we think should
be zeroed out, either in rescission or in next year's budget.
Mr. BONILLA. Mr. Secretary, thank you.
Mr. Chairman.
Mr. Porter. Mrs. Lowey.

STUDENT AID

Mrs. Lowey. Thank you, Mr. Chairman. I join my colleagues in

welcoming you. We thank you for appearing before us today. I

would like to follow up on a question asked by Mr. Obey. I just was
looking at a report from the GAO which you might not have seen
because it was just released this morning. I would like to quote
from it.

It says "we developed options to reduce the impact on the budget
of the Pell Grant Program, although we caution again that these
options may have some adverse impact on students' access to post-

secondary education. These options include reducing the maximum
annual Pell grant to each student by $100 and eliminating grants
to part-time students."

In my district, and I imagine it is the same everywhere else, it

is the middle-class students that are really feeling squeezed. In

fact, the resentment just rose in intensity towards others in the
community because they say, hey, what about us? So many of these

student aid programs are really the way that middle-class students
can gain access to their higher education.
Perhaps you could comment for us on what you think the adverse

impact would be in following through on these recommendations to

cut these programs? Again, they are options that were presented
by the GAO.

Secretary RiLEY. Well, as discussed with Congressman Obey, we
feel, having the flexibility at an institution of being able to put to-

gether a package for a young person to be able to have access to

higher education is extremely important, and for the lower income
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families, there are programs that clearly apply. And, of course, they
have the Pell grant advantage and also the opportunity for student
loans, more of an opportunity because that formula also is based
on income. The campus-based programs really give, then, the insti-

tution an opportunity to help many of the lower to middle income
families put together a package that, either through student work
or other parts of those programs, they can make things work out.

We think it is extremely important to balance all of that out.

Mrs. LOWEY. Thank you very much. Now, following up on that,

I know that you share many of our commitments to making sure

we crack down on fraud and abuse in the Student Loan Program.
As you know, I have been a strong advocate since my days on the
authorizing committee of SPRE, the State Postsecondary Review
Program. There has been some difficulty in the start-up of that pro-

gram, as you well know.
Some of the States are more out front than others in implement-

ing the program. What is very important about this program is

that it is the kind of program that demonstrates cooperation on the
local level. It is really the means through which the Federal Gov-
ernment can establish a partnership with the State and local gov-

ernments on implementing these cost-saving methods.
Can you discuss the implementation of SPRE, where it is, how

we can move more quickly to save dollars?

STATE POSTSECONDARY REVIEW PROGRAM

Secretary Riley. Yes. The State Postsecondary Review Program,
the so-called SPREs, are a critical part, I think, of the overall Stu-

dent Aid Program integrity and institutional gatekeeping system
that the Higher Education Amendments of 1992 strengthened. Tre-

mendous differences are happening out there in terms of defaults

and it is meaning an awful lot to students, I think, and certainly

the Federal budget.
I believe the program does represent the kind of partnership that

is important. As you know, the program had an appropriation of

$20 million that Congress provided for 1995, and it will be used to

finalize State planning activities as well as to actually begin the re-

views of postsecondary institutions.

I would say as far as the status now, all States have designated
a SPRE agency, all States have consulted with their postsecondary
institutions and developed SPRE operational plans. I am pleased
that I will sign today the first three letters approving SPRE stand-

ards for review of institutions—^your State, New York, was one of

the very first ones, and has shown a tremendous interest in this

regard, and it will be one of these three.

I expect to approve the standards of 16 more States, that are just

about ready, within 30 days, and another 20 or so shortly there-

after, so we have everything in place, and we will be closing that

out over the next several weeks. By next summer I expect that all

States will have their standards in place and all will be in the busi-

ness of reviewing institutions.

Mrs. LowEY. Thank you very much, and I look forward to work-
ing with you, Mr. Secretary. I believe my time has expired.

Secretary RiLEY. Thank you.
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Mr. Porter. We will continue and simply go five minutes for

each of us.

Mr. Secretary, you have been a Governor and are very familiar
with local government. Does the Federal Government have a re-

sponsibility to help pay for the costs of military children educated
in local schools where the military base provides no taxes to sup-
port those schools? Is that an obligation of the Federal Govern-
ment, do you believe?

EDUCATING MILITARY CHILDREN

Secretary Riley. Yes, sir, and it has been accepted as one
through our Impact Aid programs.
Mr. Porter. In the last budget of this administration, your De-

partment presumably or at least 0MB and the White House in-

cluded that as one of the programs that they would provide no
funding, whatsoever.
Can I assume from your response you have just given that that

is not one of the programs that the budget will suggest as reducing
or eliminating?

Secretary RiLEY. Mr. Chairman, I don't think we can give a final

answer on that again, as with other items. As you well know, the
different types of Impact Aid, we had the b Impact Aid was what
we had as a zeroed-out item, and I think that though the process
has been worked around, and it was certainly a satisfactory resolu-

tion, it seemed to me, over recent months. But we have got to re-

visit everything, I am sure, and I don't want to get out in front of

the President's budget.
Mr. Porter. Maybe you could tell me what you expect would

happen if we did zero out the program entirely.

Secretary RiLEY. I don't think there is any consideration of zero-

ing the program out in its entirety, and I don't think that has
ever
Mr. Porter. Maybe the Department isn't, but maybe others are.

Can you comment upon what you think would happen if there were
no funds provided to those schools, especially those having a heavy
burden of educating military children?

Secretary RiLEY. Well, it would be a serious burden on the local

school districts and the States, and you may well have a series of

lawsuits or whatever to determine that obligation as to whether or
not it should be provided, but I have not considered total elimi-

nation of Impact Aid ever.

Mr. Porter. Are you or any member of your staff presently
aware of the nexus of the lawsuits that have been filed in the past
under this program where schools have attempted not to educate
children of military parents?

Secretary Riley. I am not. We will check it out.

Mr. Porter. Can you submit for the record an analysis of those
lawsuits, have your counsel do that, and determine whether in any
of them there was a decision made by a Federal court that a child

has a right not only to a public education, as you have mentioned
throughout your testimony, but a right for the Federal Government
to provide at least a portion of the costs of that education where
they are paying no local taxes.
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Secretary Riley. We will certainly do that. I would be interested
to do it myself.

[The information follows:]

The Department has prepared a review of relevant case law at
the committee's request:
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IMPACT AID CASE LAW

Does a federally connected nonresident child have a right to a public education?

The courts have generally upheld a federally connected nonresident child's right to a public

education on a variety of grounds including: double-taxation theories; assurances given in return

for receiving Impact Aid P.L. 81-874 or P.L. 81-815 money; and civil rights claims. The

common theme among these cases is that nondomiciliary children living in areas affected by

Federal activities such as military bases are entitled to the same education as those children who
are domiciliaries of the State. The principle case is:

United States v. Onslow County Board of Education . 728 F.2d 628 (4th Cir. 1984). Due to a

reduction in P.L. 81-874 Impact Aid assistance, the Onslow County School Board enacted a

resolution that allowed it to charge tuition fees to nondomiciliary school children enrolled in the

Onslow County public schools. The resolution was enacted pursuant to a North Carolina State

statute that permitted school boards to take such actions.

Analysis of this statute lead the court to conclude that the tuition fee was simply an "ill-disguised

replacement for those taxes that North Carolina cannot impose on military personnel who are

nondomiciliaries". Id. at 636. The court also found that the concept of double-taxation of

military personnel runs afoul of the Soldiers' and Sailors' Civil Relief Act of 1940,

50 U.S.C.App. sec. 501 et seq., which was implemented for the purpose of "relieving military

personnel from multiple state taxation." Id. at 635.

In addition, the Onslow court and the court in Lemon v. Bossier Parish School Board .

240 F. Supp. 709, 714 (W.D. La. 1965), found that public schools had been constructed in the

districts with Federal Impact Aid School Construction (P.L. 81-815) funds. In exchange for

those funds, the districts had assured an equal education for federally connected and resident

children alike. Both courts held that the contractual assurances would be binding at least as long

as the facilities constructed with the funds for which the assurances were given were used.

Another basis for a federally connected child's right to an education is also found in Lemon v.

Bossier Parish School Board . 240 F. Supp. at 715 (W.D. La. 1965), where the court also held that

under the Civil Rights Act of 1964, the school district's receipt of Impact Aid P.L. 81-874 money

obligated the district to provide the education for which the payments were received, without

racial discrimination.

Is the Federal Government obligated to provide at least a portion of the education cost for

federally connected nondomiciliary children?

None of the case law indicates that there is a Federal obligation to provide financial assistance

for federally connected nondomiciliary children. However, assistance for such children is

provided by the Impact Aid statute, whose underlying purpose is to provide funds as a

supplement to local ftinds but not as a substitute for the State funding of education. Over the

years, individual States have attempted to limit the amount of State aid to school districts
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receiving Impact Aid assistance by enacting legislation that reduces the State contributions to

these districts. Though the Courts in these cases found no obligation on the part of the Federal

Government to provide such assistance, they did invalidate these attempts by the States as

violative of the Supremacy clause, relying primarily upon the purpose of the statute, as supported

by its legislative history:

"Fifteen States offset the amount of Public Law 874 funds received by their

school districts. This is in direct contravention to congressional intent. Impact

Aid funds are intended to compensate for loss of tax revenues due to Federal

connection, not to substitute for State funds the districts would otherwise receive."

Douglas Independent School District No. 3 v. Jorgenson . 293 F. Supp. 849, 853 (D.S.D. 1968)

citing House Committee Report No. 1814, Aug. 5, 1966. See also Carlsbad Union District of

San Diego Countv v. Raffertv . 300 F.Supp. 434, 438 (S.D. Cal. 1969), affd. 429 F.2d 337

(9th Cir. 1970); Triplett v. Tiemann . 302 F. Supp. 1244, 1245 (D. Neb. 1969); Shepheard v.

Godwin . 280 F.Supp 869, 876 (E.D. Va. 1968; Douglas Independent School District No.3 v.

Jorgenson . 293 F.Supp. 849, 853 (D.S.D. 1968); Hergenreter v. Havden . 295 F. Supp. 251

(D.Kan. 1968).

Finally, in Arline v. School Board of Nassau County, 772 F.2d 759 (11th Cir. 1985), a case

brought under the Rehabilitation Act of 1973, the defendants argued that Impact Aid was not

Federal assistance in an attempt to avoid the Rehabilitation Act's enforcement provisions. In

what should probably be viewed as dictum, the court rejected this argument and stated that the

"indisputable fact is that the federal government's exemption from local taxes left it with no

obligation to give impact aid. Its choice to assist local entities that happen to bear particular

heavy burdens because of this exemption renders its assistance no less a subsidy than any other

form of aid it dispenses."
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Mr. Porter. Thank you, Mr. Secretary.

Mr. Stokes.

COMPETITIVENESS

Mr. Stokes. Thank you very much, Mr. Chairman. Mr. Sec-
retary, one of my concerns with reference to rescissions,

downsizing, and other things of that sort is the effect on education
in terms of our current involvement in globalization.

I am particularly concerned at a time when we have just enacted
NAFTA and the GATT treaty. This past weekend in Cleveland,
Ohio, the Department of Commerce had a world trade conference
with all of the representatives from eastern and central Europe.
With the heavy concentration now on the fact that we function as
a world economy, as opposed to a localized economy, where do we
stand in competitiveness and educationally with other countries.

This past year, I recall information on the fact that American
students, in terms of international educational competitiveness, did
not fare that well in relationship to other countries. In your testi-

mony, you tell us that in the last 20 years alone 40 million Ameri-
cans have gone to school on Federal student loans, and that even
some Members of this Committee went through college with the
support of Federal student loans.

Can you elaborate a little bit on those issues?
Secretary Riley. Congressman, I think the question certainly is

really what the future of this country hinges upon, and I think in-

stead of having the threat of world war with the former Soviet
Union, the threat of economic competition is really what is going
to move things in the future, and we are part of that, and the main
part of it.

NAFTA and GATT I think will turn out to be tremendous ad-
vances for the country if, and that is an important if, if we are able
to solve the problem of making sure that our young people have a
very strong education. And if we don't, then NAFTA will turn out
not to be a good thing. GATT will not be a good thing. That is de-

pendent on our people having a good education.
So in terms of international comparisons, I study those and look

at them frequently, but, of course, I am much more interested in

measuring improvement. I think that really is the key test, to look
at where we were last year and where we are this year in terms
of math and science or reading or whatever.
The recent international tests several months ago indicated that

in reading I think our students are probably above average in com-
parison to other competitive countries. In math and science we are
below them in comparisons, and, of course, that is very, very im-
portant in this competitive world.

I would say this about science, though, and math, that in the
1980s we made significant improvement, and it just shows you
how, when you pay attention to something, and through the pro-

grams dealing especially with math and science and through the
coming from Sputnik forward and getting into all of the effort to

center in on that, we pulled up what I would describe as almost
a grade level in terms of math and science during the 1980s, which
is a tremendous enhancement of the education level.
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So I think it shows that when we center in on something, and
target something and focus in on things that we can make a dif-

ference, but I think it is the very most important thing from a na-

tional security standpoint, from every economic standpoint, from
the human development standpoint in this country,

Mr. Stokes. TTiank you, Mr. Secretary. Thank you, Mr. Chair-

man.
Mr. Porter. Mr. Bonilla.

Mr. Bonilla. Thanks, Mr. Chairman.

UNFUNDED MANDATES

Mr. Secretary, you state that the Goals 2000 application is only

four pages long, and that is good to hear because we need shorter

applications, but in a speech back in October Chairman Goodling
stated that the Federal Government provides only 6 percent of

funding for K through 12, but our mandates and regulations prob-

ably directly control 30 to 40 percent of those expenditures or the

criteria in schools.

Would you agree or disagree with Chairman Goodling's assess-

ment of those percentages?
Secretary RiLEY. Well, if you look at something like IDEA and

you can see, as I discussed earlier, that does put it out of focus

somewhat, I think. Congressman, to be fair about it, because I

think States have to provide that under the interpretation of the
Supreme Court anyhow. They have to provide education, appro-

priate free education for disabled kids, and the Federal Govern-
ment part, though that is in IDEA, if they don't take that money,
they don't take that 8 percent of the cost for them. They don't have
to. They don't have to comply with IDEA, but then they fall back
under the Constitution interpretation that if they are going to pro-

vide free public education for all children, they have to provide it

for disabled children. So I think it skews those numbers, is the

point I am making. I understand the point.

Oftentimes efforts are made to leverage funds to try to properly

use funds that would in some ways leverage funds for a particular

purpose, and IDEA is probably a good example of that. So I think
the numbers, I am sure if Mr. Goodling said them, are correct in

terms of what he had, but they can be skewed when you look at

the various situations involved.

COMMUNITY ACTION TOOLKIT

Mr. Bonilla. I only have one last question. It is about something
called the Community Action Toolkit, which is available from the

Department for $37 is my understanding, and I would like your
comments on that.

My understanding is that it provides camera-ready copy for local

publications, prewritten letters to editors and speeches endorsing

the National Education Program, a troubleshooting guide that tells

how to identify opponents, case histories of how opponents can be
co-opted in order to implement the desired curriculum changes and
step-by-step plans for manufacturing community support.

My question is, is this an appropriate use, in your opinion, of the

Federal Gk)vemment's funds showing the public how to, in essence,

lobby for programs?
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Secretary RiLEY. Well, I do think what we are trying to do in

many ways is get people involved in public education, and we cer-

tainly are doing that actively, through parent involvement and
family involvement. We are working with church groups and others
to try to get as many people involved in their public schools to im-
part their values, their wishes and so forth on the schools. And I

do think it is proper for us to try to do that and to give just ordi-

nary people information on how, then, to get involved in their

school and to impact their school's activities.

Mr. BONILLA. So then the goal, then, is to just have local involve-

ment not so much a particular agenda; is that the message?
Secretary RiLEY. Well, I will have to look into the Toolkit. I know

of it, but it might have some purpose to try to get people involved
in Goals 2000 activity, and I don't know if that falls into your char-
acterization or not.

Mr. BONILLA. There is no question, I don't think anyone would
disagree that any involvement in the community, parental or civic,

otherwise, business leaders would be a good thing. The only ques-
tion would be is it a particular agenda that comes from Washing-
ton, in essence, as opposed to just getting people locally involved
in their school boards and the curriculum as they should be?

Secretary RiLEY. Well, I think this particular Toolkit, then,
would be used by local people, and it would be really a money-sav-
ing thing for them so they wouldn't have to go through all of the
advertising expenses of how to get people involved in their schools,

and I am very strong on that and talk about it everywhere I go.

Business people, business leaders, all the business organizations,
as you know, support Groals 2000 in a very strong way and they
are very much involved in acquiring things like this in different

areas, in giving people the wherewithal to empower them to get in-

volved in the schools.

I will provide specific details about the toolkit for the record.

Mr. BONILLA. Just to reemphasize, if it is pushing a particular
agenda, it would be something that would greatly concern me, but
if it is simply to have people involved, I think most people would
agree just wholeheartedly that it would be a good thing, but at the
local level or at the State level versus carrying any agenda from
up here. I just finish with that. Thank you, Mr. Chairman.

[The information follows:]
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THE COMMUNITY ACTION TOOLKIT

The Community Action Toolicit is a product of tiie National Education Goals Panel, a bipartisan

group of Governors, State legislators, Members of Congress and the Administration. Under law, the

Goals Panel is charged with helping to build a nationwide, bipartisan consensus for the reforms

necessary to achieve the National Education Goals established by the Nation's Governors and

President Bush in 1990. The National Education Goals Panel is an independent executive branch

agency.

The Toolkit features guide books, resources materials and a collection of community case studies

developed in response to requests for more information on the National Education Goals and the

movement to set high standards for all students. The Panel developed the Toolkit with the support

and cooperation of citizens, educatorj and organizational leaders nationwide. Comment was

solicited and revisions incorporated from individuals and interest groups ranging the political

spectrum. The Goals Panel relied upon evaluations, feedback and discussion groups in over ten

cities-places such as Chattanooga, Chicago, Omaha and Williamsburg~with different demographics

and educational concerns. Over and over, reviewers stressed that the Toolkit would be very helpfiil

in stimulating informed, grassroots, discussion and motivating citizens to get involved and act on

their top educational priorities.

The Toolkit is available for all citizens to purchase and use and does not promote a particular

approach or point of view. It is aimed at improving education community-by-community involving

broad public participation and by using the voluntary National Education Goals as the framework.

The Toolkit is available free of charge on Internet and available for purchase from GPO.
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Mr. Porter. Mrs. Lowey.

COORDINATION OF SERVICES

Mrs. Lowey. Thank you, Mr. Chairman. I have been an active

supporter of coordination between schools and health and social

service providers in our communities, and I was very pleased to see
that the authorization of the elementary and secondary education
did contain language modeled after link up for learning.

In the absence of comprehensive health care reform, it seems to

me that these programs could provide an important source of

health and social services for uninsured children. There is univer-
sal agreement that if a youngster comes to school, he is not ready
to learn without the support network, and that ties into your par-
ent involvement theme that you were talking about around the
country, too. They are not ready to learn.

Could you discuss how the Department plans to work with com-
munities to insure that coordinated service projects address the
children's full range of needs? How are the communities designing
these programs? Are you coordinating with other agencies in the
implementation of these programs, and is there an effort to pro-

mote better health programs as part of this whole initiative?

Secretary RiLEY. Well, of course, the programs are related, and
they are related to education, so many health programs and others
really are for local decisions, and not from here. However, I think
5 percent of the ESEA funds can be used, as you referred to, as
glue money to coordinate efforts that the local people want to do
themselves.

I really think that is a proper role for us under the Elementary
and Secondary Act, and I think generally where local people are
into it, it works very well and is a help to them, but that interest

and support and strength have to come from the local folks.

Mrs. Lowey. Well, I agree because that is where the responsibil-

ity is, but I do believe, and I am glad you reiterated that there is

a role for the Federal (Government to coordinate to provide informa-
tion, to help pull it all together.

FAMILY INVOLVEMENT INITIATIVE

Could you expand on your family involvement campaign? We all

do a lot of talking about how youngsters can't really get educated
unless the family gets involved, unless the community gets in-

volved. I have been a proponent of the private sector I Have A
Dream campaign, for example, whereby we understand when there
isn't a parent actively involved in the education, a surrogate parent
can play a very important role, not just providing the money for

the education, but by the encouragement, the guidance, et cetera.

Could you comment further on this?

Secretary RiLEY. I would be happy to. I mentioned it briefly. The
research tells us, and we are very careful about that, that probably
family involvement in a child's education is as important and effec-

tive as anjdihing that the schools or anybody else does. Therefore,

if we are to reach goals, if we are to make the bar higher and en-

able children to get over it, all children, then we have got to do a
better job of having families involved in their children's education.
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We have gone at that in a number of directions. First of all, the
family involvement initiative, we went to organizations that have
a special interest in that area. Over 100 organizations have come
together in this initiative, and they are all working together to try

to get families in their various groups more involved with their
children's education and to help them learn how to do it and know
how to do it, how to get to know the teacher and whatever. Then,
and I mentioned religious groupings. We had 34, I think, major re-

ligious groups that have come together. I have met with these lead-

ers a number of times, people who have very different ideas on
some of the value issues, moral issues, how to handle them, but
they have come together, and I am very pleased and proud of that,

with almost an excitement, saying that they will go to their groups
and try to help their parents become involved with their own chil-

dren's education, and, of course, that is all education—public, pri-

vate, and parochial. It doesn't matter.
We are trjdng to get all parents involved in their children's edu-

cation, and I have been very, very pleased at the very strong re-

sponse and reaction that we have received from parents, from lead-
ers in business and communities all around this country, and espe-
cially religious leaders, so that is an ongoing thing, and we expect
it to expand.
Mrs. LOWEY. Thank you, Mr. Secretary.
Mr. Porter. Mr. Miller.

Mr. Miller. Excuse me for missing the early part of your presen-
tation, Mr. Secretary. I apologize for another conflict. I met you
when I was on the Education and Labor Committee the past two
years on a couple of different times, and our goal is always the
same. We all have a similar goal of quality education for all Ameri-
cans and such, but the question always gets down to what is the
role of the Federal Government, and I see where Vice President
Gore and his National Performance Review is going to be address-
ing the issue of what is the proper role of the Federal Government.
And over the past, since 1960s as the Federal role in elementary
secondary education has increased, we have increased and in-

creased and increased it, but I think we are at the stage now where
we have to see what is that role.

There are several questions in this question. I want you to define
what you think the Federal role should be. We need to revisit the
issue. It gets back to the money issue and the question of balancing
the budget and then all the different programs we have. I want to

ask you a couple questions, but what is the role?

Have we expanded the role too far? Do we need to step back and
say wait a minute, we have spent billions and billions of dollars

since the 1960s. Have we really accomplished that much? Do we
need to more narrowly define our role?

federal role

Secretary RiLEY. Well, as you know. Congressman Goodling's
committee had hearings last week, and that was more or less the
subject, so we discussed that in quite some detail, and as I said in

my statement and you have heard me say it before is I think that
education is a State responsibility, and a local function, but it is

clearly a national priority. I think that is true coming from over a
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hundred years ago when the Federal Government first got into

land grant colleges and over the years the Supreme Court has
made it very clear that it is a proper role carefully defined for the
Federal Government to constitutionally be involved in education.

And I think that Goals 2000, which works hand in glove, as you
know, with School-to-Work—they fit together, high standards for

academic and for occupational skills, is a very good explanation of

how I think the Federal role should be developed in the future, and
we have worked a lot, all of us have, in defining that.

It is a role of the Federal Grovemment saying, first of all, that
high standards are important for all children. We don't want to

reach for mediocrity. We want to reach for higher standards. All of

the goals generally developed by the Grovernors are important for

this Nation, and so we are going to put resources in to help States
and local schools reach these high standards and reach these goals,

which include ever3^hing from safety and drug-free schools to par-

ent involvement to disciplined schools to standards. I think that is

a very, very good definition of where we should go.

Mr. Miller. That includes almost everything, then.

Secretary RiLEY. Well
Mr. Miller. You are talking about discipline and everj^hing

else, you are talking about
Secretary RiLEY. You are talking about all the national goals.

Mr. Miller. Then our money should go in all directions. I am
concerned we are using a shotgun rather than a rifle.

Secretary RiLEY. But Goals 2000 doesn't say that the money
should go in all those directions. Goals 2000 says these are na-
tional goals. You on the State and local level decide how to use
these funds, and as I said in my statement, some States—Ken-
tucky, for example, use their money for parent involvement.

CATEGORICAL PROGRAMS

Mr. Miller. How about the 240 categorical programs you cur-

rently administer, assuming Goals 2000 is a good program, but
what about the other programs that have been developed since the
1960s?
Secretary RiLEY. It is my view that where there is a national in-

terest and a national priority, and if you look at something like dis-

abled children or like disadvantaged children and the inequity that

is very clear throughout the country, that Title I, formerly Chapter
1 deals with, that I think determined by the Congress to be a na-
tional interest, is a very proper Federal role.

I do think, though, that all of those programs should be moved
in the direction of Goals 2000, and that is what we did in the reau-
thorization of the Elementary and Secondary Act. There is much
more flexibility, the decisionmaking on the local and State level,

the waiver power. In fact, there are six States that will develop and
control their own waivers, as you know, under the so-called Ed
Flex Plan, and we think that will then expand. That is a dem-
onstration plan, but of these 240 programs, as we have discussed
before you arrived, we are looking at consolidation of some of those
programs.
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We agree with that, and the elimination of some, and then also

giving the local and State people more flexibility to have their own
shaping of their own education programs.

REGULATIONS

Mr. Miller. But I remember one of the controversial issues in

Goals 2000 was the Opportunity-to-Leam standards. I know it was
optional. That was under elementary and secondary also, but there

is regulation after regulation in there that the States have to do
something. They have to develop opportunity. They don't have to

enforce it, I agree.

I remember one issue, one amendment that I was involved in

that got into those bills was a child bringing a gun to school issue.

It was a Federal regulation that the States now and the school

boards have to administer because of the Federal (Government. I

don't know how many of those there are. That little gun issue is

a very minor issue. You might agree with me on that one, but how
many more are there like that that is causing the State legislatures

and school boards to come up there, the list of regulations, to de-

velop optimum learning standards. I know it was controversial

with you, too.

Do we even have a list of those regulations that we could start

reducing? We are going to go through the unfunded mandate issue,

voting on maybe this week or certainly the first part of next week.
That is the type of thing that has an unfunded mandate on the
States.

Secretary RiLEY. We are developing principles for adopting regu-
lations, which we think is the right way to go, and those principles

will narrow regulations down significantly. There will be fewer of

them. There will be less intrusion. We would be happy to share
some of that with you because we are really doing a lot of work
on developing carefully these various principles for adopting regu-
lations, and we are reducing regulations.

Goals 2000 has zero regulations. School-to-Work might have to

have one or two just because of the way the law is written, and
we are very much in tune with reducing the unnecessary regu-

latory part of what the Federal role is.

Mr. Miller. Will you be proposing legislation to reduce regula-

tions on elementary and secondary? Are you going to develop some
type of legislation that would reduce things like guns in school t3T)e

issues? Is that your intent?

Secretary RiLEY. Well, we have
Mr. Miller. Could you give us a list of regulations to consoli-

date?
Secretary RiLEY. What we plan to do, and I would be happy to

discuss that with you, is to develop these principles. We would be
happy to share with you. We think that is a good way to go, and
it might be something that the Congress would want to look at to

develop principles themselves in talking about a moratorium.
I really think certain principles to adopt regarding regulations is

the right way to go, and I would suggest that as a possible modus
operandi. But we would be happy to work with you in that regard.

I think we absolutely share the view that we want to reduce the
unnecessary burden of regulations.
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Mr. Miller. Just to conclude—I grant Mr. Goodling's committee
is the one that will be addressing it, but if you can come up with
a list of proposals to, in effect, reduce regulations on local schools,

it would be fantastic. Thank you.
Secretary Riley. We will. Thank you, sir.

[The information follows:]

The Department has made significant strides in reducing regu-
latory burdens on schools. Included for the record is a description

of those efforts:
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THE DEPARTMENT'S EFFORTS TO REDUCE
REGULATORY BURDENS ON SCHOOLS

We agree that in the past the Department of Education had a categorical, top down approach

that imposed too many burdens and restrictions on States and schools. Under this

Administration, the Department is committed to increasing flexibility and reducing

unneccessary burdens on schools - both by stahitory measures and by new approaches to

regulation.

Statutory Eliminations, Consolidations and Streamlining

The Department's budget, which will be submitted to Congress next week, contains a variety

recommendations which will address the issue of regulations. The Department has made such

proposals in the past and is committed to continuing efforts to streamline its operations.

In addition, in our new legislation, we have significantly increased flexibility and reduced

redtape for schools, districts and States. For example, the Improving America's Schools Act

(IASA), the reauthorization of the elementary and secondary education, eliminates burdensome

Title I testing and reporting requirements. It significantly expands (from 8,000 to 20,000) the

number of schools eligible to become "schoolwide" programs which are freed from most

Federal requirements and allowed to combine most of their Federal funds to support

schoolwide reform. It also allows States and districts to submit one consolidated plan for a

number of separate programs and to combine administrative funds. New waiver authorities in

Improving America's Schools Act, in the Goals 2000: Educate America Act and in the School-

To-Work Opportunities Act, allow States and districts to request relief from statutory

provisions or regulations that impede their ability to help all children reach challenging

academic standards.

Reducing Regulations

The Department of Education is committed to regulating only when absolutely necessary, and

then in the most flexible, most equitable, least burdensome way possible. We will regulate

only to improve the quality and equality of service to our customers, learners of all ages.

This approach to regulation is premised on our recognition that the best way to serve our

ultimate customers, students, is to build a strong and balanced partnership among local. State

and Federal Governments, with authority and responsibility at the levels closest to the

customers.

The Department has developed a set of simple, direct, yet pathbreaking, criteria for when and

how to regulate. These criteria are as follows:

o ED will regulate only when essential to serve the needs of customers by promoting

quality and equality of opportunity in education,

o ED will not regulate where there is no demonstrated problem.



572

o ED will not regulate if the problem can be solved adequately without regulating (e.g.

,

through local decisions, or through non-regulatory guidance by ED).

o ED will not regulate if the entities or situations to be regulated are so different from

each other that a uniform solution would do more harm than good.

ED will not regulate in the face of ambiguity alone unless such ambiguity will create a

real problem if not resolved tlirough a legally binding interpretation. (Multiple

possible approaches to carrying out a statutory provision do not in themselves warrant

regulatory clarification, although there may be times when a regulation could promote

greater flexibility than the statutory provision makes apparent.)

If a regulation is necessary:

o Regulate no more than the minimum necessary to solve the identified problem.

Minimize burden and promote multiple approaches to meeting the requirements of the

law.

Permit federally-funded activities to be integrated with State and local reform activities.

o Assess the costs and benefits of the regulation and ensure that the benefits justify the

costs,

o To the extent feasible, establish performance objectives, rather than specify the manner

of compliance that regulated parties must adopt,

o To the extent feasible, allow flexibility so that institutional forces and incentives

achieve the desired result.

We are applying these common sense criteria to all our programs. The result will be far

fewer, shorter, less prescriptive regulations than usually are or previously have been

promulgated for a major Federal program.

The Goals 2000: Educate America Act is being implemented with NO regulations. The

School-to-Work Opportunities Act will be implemented with no or extremely minor

regulations.

The new Improving America's Schools Act (which is the reauthorization of the Elementary

and Secondary Education Act) will have significantly fewer regulations than did the prior law.

For example, we expect that NO regulations will be needed to implement key waiver,

professional development, safe and drug free schools, and innovation provisions of the law.

Title I will be implemented with minimal regulations - most of which are being developed

through a statutorily-mandated negotiated rule-making process. In the same spirit, the

statutorily-required proposed rules for the Equity in Athletics Disclosure Act, a "sunshine"

provision for participation and financial information on women's and men's intercollegiate

sports passed as part of lASA, add no requirements beyond the statute.

We have made a good start in establishing and following our customer commitment and

regulatory philosophy. The real test lies in diffusing and institutionalizing these values

throughout the department's programs, at every level, so that changes are palpable and

permanent for customers and actually enhance excellence and access in American education.
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We have already taken concrete steps to reinvent regulations and respond to customer needs.

Examples include:

* STREAMLINED GOALS 2000 APPLICATION PROCESS

The Hammer Award was conferred on the Department team that designed the 4 page

State planning grant application and implemented Goals 2000 without any regulations.

* EXPANDED PRE-NPRM PUBLIC PARTICIPATION

Public participation in advance of publication of proposed rules has been valuable for

us. The department has held pre-NPRM meetings around the country on bilingual

education, vocational rehabilitation, and student aid regulatory improvements, and in

Washington with a wide range of groups interested in Title I provisions and the Equity

in Athletics Disclosure Act.

* PRODUCED CREATIVE STUDENT AID BURDEN REDUCTION PACKAGE

This fall the Secretary published a series of student financial aid regulations designed to

reduce burdens on students, families, and schools of participating in Federal grant and

loan programs. Some of the changes were small but meaningful: eliminating signature

requirements and verification forms; dropping requirements for schools to file forms

available on computer. Some reflect more regulatory creativity, such as dropping a

requirement that all schools maintain a reserve to cover refunds to students, in favor of

a more effective letter of credit requirement applicable only to schools with a history of

problems making refunds.
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Mr. Porter. Mr. Stokes.

Mr. Stokes. Thank you, Mr. Chairman, just a couple of ques-
tions.

CONSOLIDATION OF PROGRAMS TARGETED TO MINORITIES

Mr. Secretary, I anticipate some testimony later today with ref-

erence to programs that could be consolidated. One of the areas
that will be proposed deals with assistance for minority disadvan-
taged students.
Over a number of years, in recognition of all the socioeconomic

and racial reasons that exist. Congress has enacted, particularly on
this Subcommittee, and has appropriated funding for a number of
programs that relate to the inequity that you talked about a few
moments ago, when you talked with Mr. Bonilla about educational
programs.

I think it is important for us to hear from you in terms of the
importance of programs that are targeted towards minorities, as we
look at areas in which we can either cut, downsize or consolidate.
We need to hear from you in terms of the importance of these types
of programs.

Secretary RiLEY. Well, Congressman, the issue of the historic un-
fairness for some minorities is clear, and the justification of trying
to correct those mistakes of the past has been very effective. They
have not been perfect, I am sure, but they have made a difference.

There was, of course, a clear gap between black students and white
students that we are pleased has closed in quite a significant way,
I think. There is still a gap, but it has closed in a significant way,
and
Mr. Stokes. I don't think you mean closed, it has narrowed?
Secretary RiLEY. It has narrowed.
Mr. Stokes. But, it hasn't closed?

Secretary RiLEY. It hasn't closed. It has narrowed significantly,

though. No, it has not closed. So we think that there is clear evi-

dence that those programs have worked, and are working, and
many of them in a very significant way.
Mr. Stokes. Have you had an opportunity in the Department to

evaluate those t3T)e of programs?
Secretary RiLEY. Yes, sir, we have a regular evaluation process,

and programs are evaluated. For example. Chapter 1, which is for

disadvantaged kids, is not one of the specific programs dealing with
minorities, but our evaluations have brought about a lot of the
changes in Chapter 1 that this Congress has passed, which we
think makes it a much stronger, more effective disadvantaged pro-

gram. These changes include the whole school approach, doing
away with the watered-down curriculum, as we discussed earlier,

raising high standards, all of the things that really, I think, made
a big difference, more flexibility in how to use the funds. And the
TRIO programs, there is very strong support for them all around
the country, and keen interest in them, and we think that the pro-

grams serve a very important purpose.
Mr. Stokes. Thank you, Mr. Secretary.
Mr. Porter. Mr. Riggs.

Mr. Riggs. Thank you, Mr. Chairman, good morning.
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Good morning, Mr. Secretary. I have to apologize. I, too, had un-
avoidable conflicts, shuttling back and forth between too many
meetings.

Secretary Riley. I got to wear you out last week, so I get two
shots.

Mr. RiGGS. It is nice to see you again and visit with you again.
Please forgive my tardiness many of our cabinet witnesses have
been talking about the long-term deficit reduction that is going to

materialize from the Clinton tax and budget plan, and, in fact, I

think in recent days the President has taken to pointing out or
claiming a deficit savings for the average American family in the
neighborhood of $11,000 per family.

I am curious, how much has your department contributed to the
long-term deficit reduction plan and these purported savings for

the average American family?

DEFICIT REDUCTION

Secretary Riley. Well, I think we have contributed quite a bit.

I said earlier, and I am sure I said it in Congressman Goodling's
Committee, that we have reduced our employee numbers. When we
became a department, back when it was an education office and
several related offices, there were around 7,700 employees when it

was made a department. Then we today have around 5,000 employ-
ees. So we have come down significantly in number of employees.
We then have—unfortunately in some eyes—in that last 15 years

become responsible for a whole lot more programs, so we are doing
more with less, and I think that is very clear. The big saving that
we really have impacted, I think, significantly the deficit situation
is in the Direct Lending Program.
There are enormous savings there, it is a better system for the

student and for the school, we think, because it is streamlined. It

does away with all of the middle parts of it, and it is handled me-
chanically, electronically—generally, the transfer of funds and so
forth. But the estimate of $4.3 billion to be saved over the five-year
period is on schedule, and we will save at least that much, perhaps
more, maybe a lot more. But once that program is fully in place,

dependent on how it ends up being, we think it will save between
one and two billion dollars a year. And you look at our little de-
partment with 5,000 employees, the cost of running these some 240
programs, we will save more in what we do with direct lending,
probably twice as much as the entire cost of our entire Department.
Mr. RiGGS. Let me follow up on that. You mentioned earlier that

you are making, and I appreciate this fact, a concerted effort to re-

duce regulations and to provide States and ultimately local school
boards with maximum flexibility, but couldn't we go about that in

a better fashion by, as you heard Governor Thompson of Wisconsin
suggest last week, really block granting back to the States as much
responsibility and as much revenue as possible?

Wouldn't that ultimately be the best way to go, particularly in

the name of reducing the Federal budget deficit?

BLOCK GRANTS

Secretary RiLEY. Well, I think, you know, any suggestion while
we are in this process, we are certainly willing to talk with you



576

about, and to help in any way we can to provide information. The
fact is we think that (Joals 2000 and School-to-Work are very good
models for how that can best be done as we move into the future.

They have broad objectives, broad goals, and they have State and
local flexibility, almost total flexibility in how they develop their

standards, how they develop their testing, how they develop their

curriculum or whatever. That is totally State and local control, no
Federal control over that.

Goals 2000 requires them also to have assessment linked to their
standards, so there is an accountability feature that is real ac-

countability. Testing and so forth is real accountability. So we
think that is probably the model in which to go, and we have tried,

then, to move the Elementary and Secondary Act in that direction,

having more flexibility, more waivers, more opportunities for State
and local decisionmaking, more whole-school approach instead of
single-student approach and that kind of thing. So we are trying
to move in that direction, and I think that is the way to go.

Mr. RiGGS. Well, I want to pursue this line of questioning, but
I don't want to abuse my privilege, so I will withhold until the next
round of questioning.
Mr. Porter. We will come right back to you. Mrs. Lowey.
Mrs. Lowey. Thank you, Mr. Chairman. I continue to be con-

cerned about the violence, not only in our neighborhoods, but in our
schools. In particular, there was a death in one of our local schools,

a child was shot just this fall. In the reauthorization of the Ele-
mentary and Secondary Education Act it consolidated the Safe
Schools Program and the Drug-Free School Program.
Can you tell us how the communities are making use of this pro-

gram and how the consolidation of the two programs work at the
local level.

SAFE AND DRUG-FREE SCHOOLS PROGRAM

Secretary RiLEY. Well, we think that the idea of moving together
the Drug-Free and the Safe Schools Programs is very wise direc-

tion, to put resources together that really serve a mutual purpose.
So I am very pleased at that, and you are going to see between five

and six hundred million dollars in resources for that particular
purpose.
As we go around the country and I see a lot of folks in schools,

that issue is talked about more than any other. And it is not one
that is in just one location or in another, it is just about uniformly
a serious consideration. I tell people, still, schools are probably the
safest place in any community, and they are a reflection, though,
of community problems and are bringing them on to the school

grounds. But I strongly believe that if we are to have high stand-
ards for all children that we have got to have safe and drug-free
schools. And I think that is just as basic as it can be, and so we
think that anything that is done in that direction to support that
effort is the right move. I think by putting the two together we are
going to make a difference that will be noticed.

Mrs. Lowey. I think all of us would agree that all of the prob-
lems of our society converge on the school system. While this pro-

gram is not going to solve all the problems, we do have to work to-

gether on the local level and use all the resources at our disposal
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to do something about the increasing violence in our school. The
kids can't learn unless the schools are safe, so I would be very in-

terested in following the evaluation of the implementation of these

programs.
I am also very interested in your magnet school programs be-

cause certainly in my district—and I am sure in other districts

around the country—we have seen some very creative implementa-
tion and utilization of the funds for this program. The school dis-

tricts are granted a significant amount of flexibility to tailor their

efforts to the needs of the community, and I think that is why it

has been so very successful.

I would be interested to know what lessons we have learned from
the magnet school programs in their evaluation that might be
transferrable to the overall education reform effort. They are doing
such exciting and creative things and you wonder why you can't get

some of these things implemented in the other schools.

MAGNET SCHOOLS

Secretary RiLEY. Well, that is a very true observation, and you
can say the same for advance placement courses and gifted and tal-

ented courses, and what we would like to see, and we think that

Goals 2000 moves us in that direction in a dramatic way.
As for all classes in every course, I don't care if it is third grade

reading or whatever, it should have the same kind of creative, en-

gaging, exciting appeal to learning and to reaching high standards
that many of the magnet programs have. They are centering in on
something that young people are especially interested in and it is

going beyond the basic skills plus. It is exciting to young people to

do that, to get into something they like and to really learn a lot

about it.

So I strongly support magnet schools and that is another area
that, when we go to visit schools around the country, is very popu-
lar because they seem to work well, but they are done differently

in every area. That is a good example of how flexibility works. They
tailor them to their own needs.
Mrs. LOWEY. I think personally we have so much to learn from

the magnet schools. I guess it brings me back to the question I al-

ways ask, how do you legislate excellence, excellence in teaching
both in the classroom and in the overall supervisory effort, so I

hope we can learn from these things and transfer them to our over-

all education effort.

Secretary Riley. First, if we are going to reach for excellence, we
have to define excellence and that is what standards are all about.

I think just about anybody who deals in education circles around
this country would say that to define what we are seeking to reach
is the first stage, and I believe once the 50 States have their stand-

ards developed, then you are going to see an awful lot begin to hap-
pen.
Mr. Porter. I would remind members of the subcommittee that

we have outside witnesses, including the GAO between the hours
of 11:00 and 12:00. Mr. Secretary, with your indulgence, because
Mr. Riggs was tied up and because we allotted additional time to

Mr. Miller, I yield my final five minutes to Mr. Riggs.
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Mr. RiGGS. Thank you, Mr. Chairman. That is very gracious of

you.
Mr. Secretary, I want to say, again, it sometimes is, I think, a

shame with all due respect and deference to your high office that

we ask you to proceed first because I think in certain respects it

would be better if we could hear from some of the outside witnesses
who I think bring to the table suggestions to help us in our task,

which is not only looking for current fiscal year rescissions, but to

in concert with the authorizing committee look at ways that we can
streamline and reduce bureaucracy and at the same time provide

a high quality of services to the taxpayers.

The GAO and our other witnesses have made very specific rec-

ommendations and I would ask for the record that your Depart-
ment respond to those specific suggestions officially in writing so

that we can weigh that response alongside those specific rec-

ommendations.
[The information follows:]
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RESPONSE TO THE TESTIMONY OF OUTSIDE WITNESSES

Mr. Riggs asked the Department to respond to the testimony of outside witnesses in writing.

Many of the assertions and recommendations made by Mr. Hansen, Ms. Tucker and Ms. Morra
were addressed by the Secretary in his testimony before the Appropriations Subcommittee on

January 18, 1995, and before the Education and Economic Opportunity Committee on January

12, 1995. The Department, however, appreciates the opportunity to respond formally to the

testimony of each Outside Witness.

WILLIAM HANSEN. FORMER DEPARTMENT OF EDUCATION OFFICIAL

The Department agrees with much of Mr. Hansen's testimony, particularly his comments on the

importance of the Federal role in ensuring equal access and promoting educational excellence,

the importance of parental involvement, and the need for Congress and the Department to ask

tough questions about whether the Nation's investment in education is benefiting taxpayers and

the national interest.

Another area in which the Department agrees with Mr. Hansen is his focus on the importance of

reducing the number of programs the Department administers. In the 1995 budget, the President

proposed to eliminate 34 programs for a total savings of more than $600 million. Congress

agreed to 14 of these eliminations, for a savings of $82 million, but then added 18 new programs

at a cost of $200 million. The Department will continue to propose programs for elimination that

duplicate other programs, have already achieved their purpose, or should be consolidated into

broader, more manageable authorities.

The Secretary has often stated his agreement with the proposition stated by Mr. Hansen about the

importance of ensuring greater State and local control of education. Under this Administration

the Department of Education has moved away from the categorical, top down approach that

characterized the Department's previous efforts. Instead, we are emphasizing accountability for

results and maximum flexibility for States, school districts and schools in how to achieve them.

All our new programs ~ the Goals 2000: Educate America Act, the School-to-Work
Opportunities Act, the redesigned Improving America's Schools Act - are defined by this new

There are, however, a number of critical areas in which the Department disagrees with Mr.

Hansen.

First, Mr. Hansen states that the cost to States and school districts of administering

Federal programs outweighs their benefits. Our analyses would lead to a different conclusion.

According to the GAO, at the State level, States retain only about 6% of Federal education funds

for administrative costs. At the local level, spending on Federal program Administration tends to

be lower than the costs of administering non-categorical programs supported through State and

local revenues. For example, according to the National Assessment of Chapter 1, only 4 percent

of local Chapter 1 budgets went to support salaries for Chapter 1 -funded administrators.
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Second, Mr. Hansen states that the Department has taken a high-handed regulatory effort with

States, school districts and college campuses. However, Secretary Riley has developed a clear

regulatory philosophy that is aimed at reducing regulation. The Department will regulate only

when absolutely necessary, and then only to solve an identified problem . As a result, the

Department is implementing the Goals 2000:Educate America Act and School-to-Work without

regulations. The new Improving America's Schools Act will have significantly fewer regulations

than did the prior law. The student financial aid regulations published last year were designed to

reduce burdens on students, families and schools.

Third, Mr. Hansen expresses concern that the Department is hiring 600 employees to manage the

direct student loan program and claims that the program is inconsistent with streamlining and

privatization efforts and should be eliminated or capped. The number of Department staff

working on the Direct Student Loan Program was overstated. At this time, the Department has

about 250 employees administering this program and the transition from the Federal Family

Educational Loan Program (FFEL). Nearly 100 more employees will be hired before the end of

September, bringing the total staff to 346 employees. Although additional hiring will take place

during 1996 and 1997 for the Direct Student Loan Program, the total staffing level will be 520.

About half of these will be reassigned from FFEL. We can handle a program of the magnitude

of the Direct Student Loan Program because we rely heavily on contractors to service the loans.

This new staff will enable the Department to successfully implement the Direct Student Loan

program ~ thus saving taxpayers at least $6.8 billion and saving students $2 billion from 1995 to

2000.

The Federal Direct Student Loan program offers a simpler, more flexible system for delivering

loans to students and servicing borrowers in repayment, while reducing the overall cost to the

Federal Government for administering the student loan program. The Federal Direct Student

Loan program is a partnership between the public and private sectors and relies on the

competitive forces of the private sector ~ unlike the guaranteed loan program. Under the Direct

Student Loan program, private companies are selected to service Direct Loans through a

competitive process, and their rates are set based on market forces. This differs from the

guaranteed loan program in which there is no real competition, the rates set by banks and

guarantors are set by statute and the private sector takes no risks but gets all the profits.

Capping or eliminating the Direct Student Loan program would prevent schools and students

from participation in direct lending. At this point the market is speaking in strong support for

direct lending. The applications have exceeded the demand each year and more are coming in.

Capping the program would mean a loss in projected savings for taxpayers. By not allowing the

program to progress beyond the current schools, anticipated savings would not be realized.

Finally, Mr. Hansen suggests that new programs such as Goals 2000 in which first year funds

have not yet been released should be given prime consideration for partial or total rescission.

Secretary Riley has stated his disagreement with the premise that new programs should be

eliminated simply because funds for these initiatives have not been released. Newly authorized

programs such as Goals 2000 and School-to-Work place a strong emphasis on accountability for

results, and maximum feasibility in how to achieve them. These programs promise resources to
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States and communities to develop and implement comprehensive education reforms aimed at

helping students meet high standards. It would be unfortunate if the Department was forced to

abandon these efforts in midstream. Like the students the Department tries to educate, our

Nation's schools and colleges need continuity and stability as they push forward toward high

standards.
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ALLYSQN TUCKER. HERITAGE FOUNDATION

Ms. Tucker's testimony contains numerous inaccuracies and misrepresentations. Several of her

assertions merit particular response.

First, she recommends that Congress reexamine major pieces of education legislation that were

enacted by bi-partisan majorities in the last Congress.

In the case of Goals 2000, she asserts that Goals 2000 creates large bureaucracies that impose

new mandates on States and school districts and will not improve local schools. It is true that

Goals 2000 establishes in law three independent boards: the National Education Goals Panel; the

National Education Standards and Improvement Council; and a National Skill Standards Board.

However, each of these is comprised of nonfederal employees-State and local officials, business

leaders, parents, and educators, serving in volunteer positions and supported by a total staff of

less than 30 people and a budget of less than $10 million. One of the boards, the National

Education Goals Panel, already existed. The Goals 2000 Act contains no mandates and no

Federal takeovers. In fact, it explicitly prohibits Federal control of curriculum, instruction, or

allocation of resources. The Department is issuing no regulations for the program. Although

participation is purely voluntary, over 45 States and territories are already participating.

In the case of the Improving America's Schools Act, the reauthorization of the Elementary and

Secondary Schools Act, she argues that much of the funding goes to fund bureaucracies and

should be cut. The lASA is the Federal Government's major contribution to improving

elementary and secondary education in this nation. As noted above, the assertion that a

significant percent of Federal education fiinding goes to support bureaucracies is not supported

by the evidence. The new lASA takes great strides forward to further reduce administrative

burdens and costs. The new lASA fosters a new partnership with States and communities to help

all students learn to challenging standards. Broad waiver provisions, schoolwide approaches,

greater local decision-making, reduced testing and reporting requirements, charter schools, and a

greater investment in teams of teachers, parents and school and community leaders working to

find innovative solutions are elements of this new partnership.

Ms. Tucker also suggests that Title 1 of IASA should be eliminated and the savings used to

support private school vouchers. While the Department supports expanded choice within the

public school system through charter schools, private management of public schools and public

school choice. Secretary Riley has stated his opposition to private school vouchers. The purpose

of any school improvement idea should be to invite effective innovation in more schools. Private

school vouchers are an expensive experiment that detract from our fundamental mission in

education - ensuring that the vast number of schools attended by the majority of America's

students are upgraded so that many more children have challenging and effective instruction.

In the case of the Federal Direct Student Loan Program, she argues that the program should be

capped because of its complexity and cost. As noted above in our response to Mr. Hansen, the

new program has simplified loans for students and for schools and is saving taxpayers billions of

dollars. Capping or eliminating the Direct Student Loan program would interfere with market

forces, which are strongly supporting direct lending and would mean a loss in projected savings

for taxpayers.
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LINDA MORRA, GENERAL ACCOUNTING OFFICE

A number of "options" were identified for possible budget savings. Many of these options have

been proposed before by this Administration including the elimination of 34 programs in fiscal

year 1994. The President's Budget which will be released on February 6, 1995, will discuss

proposed programs for elimination that duplicate other programs, have already achieved their

purpose, or should be consolidated into broader, more manageable authorities. At that time, the

Department will be happy to respond to any actual recommendations that the General

Accounting Office or the Committee may put forward.

Several of the options listed by GAO, however, would thwart the Department's efforts to

improve educational opportunity for all students. As GAO recognized in Ms. Morra's testimony,

some of the options they proposed for further consideration "...may have some adverse impact on

students' access to postsecondary education" and "...may cause greater problems later as needy

children face a potential future ofjoblessness and lower incomes".

Two of the options that are offered by GAO for consideration merit particular responses since

these options are actual recommendations that have been made by the House leadership in the

background documents that accompany the "Contract with America". These two options are the

elimination of campus-based student aid and of in-school interest subsidies for student loans.

The Secretary has stated his strong disagreement with these recommendations.

Campus-based aid programs including the Supplemental Opportunity Grant (SEOG) and the

Federal Work-Study program (FWS) are typically used in combination with one another or with

Pell grants and loans to offer a financial aid package tailored to the needs and circumstances of

the student. Middle-income students would be particularly hard hit by the elimination of these

programs.

The elimination of the in-school interest subsidy would also increase the cost of college for

middle-income students. Currently, middle- and low-income students who have subsidized loans

are not required to pay interest on student loans while they are enrolled in school and for a six

month grace period after they leave school. The Federal Government makes these payments to

the lenders only for "subsidized" Stafford (both FFEL and Direct Loan) loans which are means-

tested. Without the subsidy, the outstanding loan balance of a student who borrows for college

would be between 15 and 50 percent greater than a student whose loan was subsidized depending

on the size of the loan and the length of time the student attends school. For an illustration of the

benefits of in-school interest subsidies, see attached example.
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Two Examples of Additional Student Loan Debt

Due to Eliminating the In-School Interest Subsidy

Borrowers who participate in the Stafford (subsidized) Loan program are not required to pay the

interest due on their loans while they are enrolled on at least a half-time basis.

These two examples illustrate the benefit the in-school interest subsidy provides a subbsidized

Stafford Loan borrower.

Assumptions:

o Maximum borrower interest rate (8.25%)

o Annual maximum amounts are borrowed

o Attending a semester institution (2 loan disbursements—each equal to Vz of the loan—per

academic year)

o Unpaid interest is not capitalized until the repayment period begins.

Example #1: Four Year Undergraduate Student

Undergraduate Year in School
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Example #2: Two Additional Years in Graduate School

Graduate Year in School
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Mr. RiGGS. I want to look for ways that we can cut bureaucracy
and save money. You have touted repeatedly last week in the au-
thorizing committee, this morning here the Gk)als 2000 Program
and yet we are going to hear shortly from witnesses that Goals
2000, indeed, creates additional bureaucracy.
What specific ways can we, in your view, cut bureaucracy and

save money? Will you assist us in the task of preparing a current
fiscal year rescissions package?

RESCISSION PACKAGE

Secretary RiLEY. Well, I certainly will do anything in terms of as-

sistance that we can do and my staff also and we would welcome
that opportunity to work with you on that. We will work in that
effort.

As I indicated. Congressman, the fact that we submitted 34 pro-

grams to be zeroed out last year, I think is a reflection of how we
really desire to try to reduce programs. I think it is important for

us to look at consolidations and look at all other ways that we can,

indeed, reduce the bureaucracy, and especially the effort in terms
of regulations, which, as I proposed, is to develop principles for reg-

ulations, which I think is a way to deal with that. So we would
welcome the opportunity to work with you in that regard.

MEANS-TESTING

Mr. RiGGS. One other question, and that is regarding the notion
of means-testing educational entitlements. As you well know, I will

single out for a moment the Chapter 1 categorical aid program for

economically disadvantaged students. That has become a vested en-
titlement certainly for State and local school bureaucracies.
Should we look at means-testing educational entitlements across

the board and including the various student loan programs?
Secretary RiLEY. Well, of course, many of the student loan pro-

grams are means-tested. The student financial aid programs are
geared to family income and numbers of children and the cost of

college, et cetera. The Pell grant, of course, is very much means-
tested.

The other programs, I would personally feel that it is not a good
idea to means-test all of those programs. I do think that an awful
lot of the strain in higher education is on people who are on the
bottom half of the middle-income range, that find themselves hav-
ing a very, very difficult time with college costs, and I think having
the option to have a balance on the part of the institution to help

those students put together a financial package is worthwhile.
Mr. RiGGS. Thank you, Mr. Chairman.
Mr. Porter. I would ask the Secretary if he has time for us to

continue with some more minutes of questioning by Members who
have just arrived.

Secretary Riley. Yes, sir.

Mr. Porter. I would yield five minutes to Mr. Istook and to Mr.
Wicker.
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DOWNSIZING THE DEPARTMENT

Mr. ISTOOK. Thank you, Mr, Chairman. I wanted to address some
information I have received regarding the size of the Department.
Of course, under the Reinventing Government initiatives there
were directives issued on holding the Une, not expanding the size

of different departments and agencies.

Is it correct that the Department of Education has sought and
perhaps received a waiver from OMB to be able to hire additional

staff?

Secretary RiLEY. Yes, sir, that is right. I pointed out, Congress-
man, before you arrived, that when our Department was made a
department and it ceased being an Office of Education under HEW
and related offices, there were some 7,700 people in that office, and
now it is around 5,000.

Mr. ISTOOK. I wanted to address within the last 12 months that
you have sought and received a waiver from OMB.

Secretary RiLEY. Yes.
Mr. ISTOOK. When was that sought?
Secretary RiLEY. The reason was the addition of the direct lend-

ing responsibility, which is enormous and is a tremendous cost sav-

ing to the Government, some $4.3 billion over a five-year period.

But it does require us to, of course, handle those billions and bil-

lions of dollars for direct lending and to have adequate staff to do
it. That was the basic reason for it.

Mr. ISTOOK. I asked when it was sought. Do you know when that
was, when it was sought and received?

Secretary Riley. Approximately July 1993 I am told.

Mr. ISTOOK. I would appreciate receiving a copy of the informa-
tion that was submitted to OMB and the information that came
back regarding that request.

[The information follows:]

The information regarding the request for a hiring waiver, ex-

empting the President's Executive Order, and the approval of that
request by the Office of Management and Budget, is attached:
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UNITED STATES DEPARTMENT OF EDUCATION

August 6, 1993

THE DEPUTY SECRETARY

Honorable Philip Lader
Deputy Director for Management
Office of Management and Budget
Washington, DC 20503

Dear Phil:

Reciuejit for Hiring Waiver
see pp. 11 and 12

I want to thank you for agreeing to a separate session to address
management issues in the Department of Education, as part of your
1995 management and budget review process.

We appreciated the opportunity on July 8 to discuss with you our
overall priorities in education. At the same time, in view of
the importance that both the Secretary and I place on the
management of the Department, as well as the numerous efforts we
now have underway, we felt that this area merited its own
discussion.

In preparation for the meeting, I thought it would be helpful to
pull together an overview of some of our ongoing management
activities, including the issues raised in your June 30 letter to
all agencies. Attached are (1) a summary list and brief
description of each of our key initiatives and improvements that
are now underway, and (2) a briefing book that includes more
comprehensive information about a number of these areas. The
following pages highlight some of our more significant actions
and priorities.

Overall Leadership

Improving the overall management of the Department of Education
is one of our top priorities. If we expect to reform the
American education system, we must begin "at home" and ensure
that the Department can be an example to the rest of the Nation
of a model government agency—one that provides national
leadership and assistance to States and communities as they seek
to achieve the National Education Goals.

We were amazed by the problems that faced us when we arrived in
the Department—the shortfall in the Pell Grant program, the
administration of the complex student loan programs, the lack of
adequate staff and resources for monitoring programs, the
outmoded technology for basic staff functions, and the overall
low morale of the staff of the Department. We were also dismayed
to learn of the myriad problems that had been identified by the
Office of Management and Budget, the General Accounting Office,
the Inspector General, and Department employees. Many of these
problems have begun to be addressed in our 1994 budget and
legislative proposals, but we also need to focus on those issues
that can be addressed without additional spending.

400 MARYLAND AVE.. S.W. WASHINGTON. D.C. 20202-0500
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Therefore, we have been most enthused over the Vice President's
initiative to reinvent the Federal Government. He visited our
Department on July 19 and led a stimulating discussion in a town
meeting format with our employees; and we have been working with
his Reinvention Team assigned to our Department.

Most of our senior policy officers have been confirmed by the
Senate and are now on board, and we hope to have action soon on
the remaining nominations. We have been extremely pleased with
our team of career senior officials who served in Acting
Assistant Secretary capacities over the first six months of
transition. During this period, we held biweekly staff meetings
with both the incoming and the acting senior officers to ensure
that all offices were kept up to date on current issues, and both
policy officers and career staff have been involved daily in
activities undertaken by the Secretary, the Under Secretary, and
myself.

We held a weekend management retreat to build a spirit of
teamwork among policy and career officials and to encourage a
free flow of ideas on how best to address management problems
within the Department. We have also held a series of meetings on
1995 budget and legislative planning, including a one-day
overview session with all senior officers, followed by individual
meetings with each of our program offices and the Secretary, the
Under Secretary, and myself.

We have taken advantage of all these opportunities to articulate
our major education priorities, such as reforming the American
elementary and secondary school system through Goals 2000,
reauthorizing the Elementary and Secondary Education Act and the
programs of the Office of Educational Research and Improvement in
a way that reinforces the reform themes in Goals 2000, phasing in
a Direct Student Loan program, and providing school-to-work
transition programs for high school youth who do not plan to
attend college. In fact, the Secretary, as recently as July 16,
issued a memorandum to all Department employees setting forth his
goals and priorities.

We have also communicated to the staff the importance we place on
a number of specific areas such as collaboration and cooperation
with other government agencies, creating in partnership with
States and communities a comprehensive reform movement focused on
high standards and goals, applying educational technology to
improve teaching and learning, simplifying and adding flexibility
to our programs, incorporating civil rights policies in all
Department programs and activities, and developing a new set of
performance measures to improve program management and
accountability. We have established numerous work groups in
which both our political and career officials have worked side by
side as we have developed our legislative and other education
initiatives.
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Strategic Planning and Decisionmaking

Management initiatives will be a top priority during our
Administration; but we also want to help ensure that they
continue after we leave. Thus, we are setting into place a
formal structure that will institutionalize our efforts within
the Department.

First, I have established an Executive Management Committee to
oversee the Department's management and strategic planning
issues. The Committee is chaired by the Deputy Secretary and
consists of six of the Department's senior political leaders.

Second, I have set up a Reinvention Coordinating Council to
initiate and advise the Executive Management Committee on the
Department's specific efforts at "reinventing government" and
quality improvement. Its membership includes an equal number of
Senate-confirmed political appointees and senior career
employees. The Council has been meeting at least weekly, and
some of its activities to date have included setting up a
framework for effective implementation of the Goals 2000
legislation, coordinating and overseeing the work of all cross-
cutting Department committees and work groups, and working with
the Vice President's Reinvention Team by providing briefing
sessions and materials and suggesting input to their issue
papers.

And third, we are implementing a Strategic Planning Process
within the Department as part of our reinvention effort. We have
asked each office to develop a statement of its mission and
goals, within the context of both the overall mission of the
Department and the Administration's education priorities. We
have established additional deadlines for the development of
objectives, measurement indicators, and strategies for achieving
the objectives. A critical part of the process will involve a
rigorous dialogue with all Department staff and follow-up
training so that they can improve their own management and
operations, and can appreciate how their individual
responsibilities fit into our overall Department priorities.
This focused effort, of course, will be an integral part of our
commitment to making the Department a model Federal agency.

Culture Changes at the Department

Our Department can be only as good as its individual employees.
We must provide for our staff a positive environment in which
they understand the mission of the Department and how their
everyday activities contribute towards that mission, are
motivated to perform at their full capabilities and are
recognized and rewarded for their accomplishments, are kept well
informed through good communication channels, receive adequate
support services to perform their functions, and have a real
sense of satisfaction in their jobs. The Secretary and I have
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taken a number of actions that demonstrate this commitment. For
example:

• The Secretary and I, as one of our first actions upon
arriving at the Department, personally visited the offices
and work areas of employees located in the Department's
several buildings, and we hosted a reception for employees
in our office.

• We informed employees early in the Administration of the
Secretary's strong support of the Department's mission
statement: To ensure equal access to education and to
promote educational excellence throughout the Nation. We
have displayed this statement in buildings and offices
around the Department, and have had it printed on
Department stationery and employees' biweekly payroll
slips.

• Staff around the Department are working closely with a
number of other Federal agencies, including 0MB, as we
pursue various initiatives—for instance, we are
collaborating with the Department of Labor on School-to-
Work Transition and on Goals 2000; with the Departments of
Health and Human Services and Housing and Urban Development
on violence prevention in the schools; with the Department
of Health and Human Services on Head Start; with the
Department of Treasury on our Direct Student Loan proposal;
and with several agencies on our Satellite Town Meetings
which emphasize model approaches to achieving the National
Education Goals.

• The Secretary has taken actions to address concerns
identified in a survey of Department employees. A number
of improvement actions are of a short-term nature, and we
are studying more long-term and permanent solutions. We
will conduct a second employee survey later this year.

• The Secretary has personally recognized a number of
employees who have provided exceptional service to the
Department. A more complete review of the Department's
recognition system is underway.

• We have formed an ad hoc task force to address the need for
improvements in the Department's recruitment of minority
individuals, especially Hispanics.

• We have placed a high priority on training funds. Our 1994
budget requests $3.6 million, a 26 percent increase over
1993, for employee training activities.

• We have initiated a Department newsletter to provide
information about individual employees as well as ongoing
policy and management initiatives.
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Improvement for Department's Programs and Clientele

If we are to be effective in our leadership role of encouraging
States and communities to reform the American education system;
we must be constantly sensitive to their needs as we administer
our progrcim dollars from Washington. Several ongoing initiatives
are directed towards this overall effort.

First, in the area of program monitoring we want to shift our
emphasis from compliance to performance—from one that focuses on
narrow reporting requirements and audit-type compliance to one
that provides a broader technical assistance role and can help
States and localities improve student outcomes. Federal
monitoring and audits of programs at the State, local district,
and school levels have historically focused on compliance with
process requirements rather than on program performance. Yet,
what ultimately matters are program outcomes; for example, "Are
students meeting math and science standards?" Through the Goals
2000 legislation, we are moving to provide States and local
districts with greater flexibility in exchange for accountability
for results. By providing assistance and information on "what
works" in education and by emphasizing prevention efforts at the
beginning of a grant period, we hope to reduce significantly
noncompliance and the need for narrow and process-oriented audits
and reports.

A prime opportunity to put into practice this program management
strategy will be our implementation of the Goals 2000 initiative .

We have formed a cross-Department team, under the guidance of the
Reinvention Coordinating Council, to involve all offices in the
Department, both in the specific implementation of the new
legislative authorities, and in accomplishing the legislation's
education reform objectives through existing authorities and
resources as well. If we expect States and localities to reform
their entire education systems, our own practices at the Federal
level must model these same changes. This is not just a matter
of leadership by example; the actions and the culture of State
and local education bureaucracies are shaped by Federal
requirements and by our own bureaucratic operations. Therefore,
we must integrate the resources in the Department, and from other
Federal agencies, to support .coherent State and local efforts to
achieve the National Education Goals. We will be exploring
innovative ways of achieving this objective, and we welcome your
suggestions and help.

A preliminary review of program evaluations indicates that the
Department collects a great deal of information through program
performance reports that is not often used to improve
performance. Through our Performance Measures Reinvention
Laboratory , we plan to determine what information is useful in
accomplishing program goals and objectives, and to develop better
ways to channel information to decision makers. To assist us in
this effort, we are utilizing the services of the National
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Academy of Public Administration, which has extensive experience
in developing performance measures.

We have also convened an Evaluation Review Panel of outside
experts to examine the quality and usefulness of Department
evaluations, advise us on our evaluation strategies, and review
our success in developing performance measures and in using those
measures to inform program improvement and policy. We are also
conducting a users' survey on the quality and usefulness of
policy and evaluation studies.

Another issue that we will continue to pursue is that of program
consolidations and terminations . We now administer some 230
separately authorized education assistance programs, ranging from
large formula grants such as Chapter 1 Assistance for
Disadvantaged Children and Student Financial Aid, to smaller non-
formula programs such as Foreign Language Assistance, Cooperative
Education, International Education, and Law Related Education.

A good number of these programs either duplicate other Federal
programs, have already achieved their purposes, or generally do
not warrant a Federal role. Their administrative costs at all
levels are enormous—each of them requires its own regulations,
notices of competitions, applications development, review and
approval of awards, budget negotiations, monitoring of progress,
and reports and audits of projects. Of the Department's 230
programs, 160 are competed nationally, and for these 245 separate
competitions are being held in 1993 alone.

We proposed, as part of our 1994 budget, the elimination of 24 of
these programs for which the 1993 appropriation totaled almost
$214 million. Based on congressional action to date, prospects
are dim for eliminating most or all of these. However, we will
continue to pursue this objective through both the budget and the
legislative processes.

Financial Management Improvements

0MB recently approved our proposal to consolidate policy,
legislative development, and budget in the Office of the Under
Secretary headed by Mike Smith, and to establish the Chief
Financial Officer as a separate organization . This should ensure
greater attention to financial management issues than under the
old organization where these matters were often overshadowed by
budget concerns. Internal operations will be strengthened by
including the Grants and Contracts Service under the Chief
Financial Officer, thus facilitating the Department's inclusion
of grants and contracts functions in its core financial system.
The new organization will be led by Don Wurtz, who brings us a

wealth of experience and knowledge from his service at GAO.

The Quality Implementation Team for Financial Management has
developed and updated a Financial Management Strategic Plan with
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participation from all Department offices. The Team has also
issued a Departmental Directive on Financial Management
incorporating the policies and procedures necessary to fulfill
our responsibilities under the Chief Financial Officers Act; and
is developing a Financial Management Training Program for
Department personnel.

To address the high-risk area of audit follow-up, the Management
Audit Committee , chaired by the Deputy Secretary, meets regularly
to resolve the most troublesome audit issues and to facilitate
the Department's handling of audit resolution. Because too much
time has been spent on resolving minimal or questionable audit
findings, we plan to focus our efforts on audits with the highest
potential payoffs. We also plan to reduce paperwork burden on
States and localities; to provide greater access to waivers from
burdensome requirements; and to propose amendment of the Single
Audit Act that would limit requirements for single audits.

We have continued our redesign of the core financial management
systems to ensure that data from accounting, grants, contracts,
payments, and other systems are integrated into one system, and
to better accommodate input from "feeder systems" such as the
Impact Aid and student aid systems. Our staff have worked
closely with 0MB staff in this undertaking; and we have included
funds for this project in the President's 1994 budget.

We have also taken major steps to improve our performance in the
area of cash management , including instituting quality controls
under the Prompt Pay Act and developing system changes to comply
with the Cash Management Improvement Act. In fact, we recently
achieved a 96 percent compliance rate with prompt payment
requirements.

In addition, as required by the Chief Financial Officers Act, we
have issued financial statements within established deadlines for
our construction and student loan programs.

Regulations

We are pursuing a number of improvements in the Department's
rulemaking so that we can respond more effectively to the needs
of our customers. For instance:

• We are convening policy groups on major regulations to
identify and resolve regulatory policy issues early in the
process. For major legislative initiatives such as the
Goals 2000 bill, we are beginning work on the regulations
before the bill is enacted.

• Through the elementary and secondary education
reauthorization process, we are seeking ways to reduce
unnecessarv regulatory burden on States and school
districts. For example, we expect to propose a reduction
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of the poverty threshold for use of Chapter 1 funds to
conduct "schoolwide projects" and to make it possible for
schools to use funds from a variety of Federal sources to
support those projects; schoolwide projects allow schools
to use Federal funds for overall improvement of their
educational program instead of singling out, serving, and
maintaining separate program and administrative records for
individual children.

We also plan to propose expansion of the notion, first
enunciated in the President's bill, of allowing local
educational agencies regulatory relief, through waivers, in
exchange for a commitment to strive for ambitious
educational objectives.

Over the next 2 years, we will seek similar opportunities
to reform the requirements laid out in such statutes as the
Library Services and Construction Act and the Individuals
with Disabilities Education Act, which are now coming up
for reauthorization.

• We are taking various steps to expedite the regulations
process and make the regulations easier to understand at
the local level .

• We have established a quality improvement team to explore
strategies to minimize or avoid delays in implementing
discretionary grant programs and the award of new grants as a
result of rulemaking requirements. The team is obtaining
input from the Department's customers as part of this effort.

• As you know, the Department is participating in a pilot
project with 0MB to identify regulations that do not
warrant 0MB review. We believe that the great majority of
our regulations fall in this category and that significant
improvements in the timeliness of our regulations can be
made. This change will also permit better deployment of
both Department and 0MB staff.

• We have developed draft legislation to repeal the
rulemaking procedures that apply only to this Department.

• We continue to refine and improve the annual Combined
Application Notice (CAN) and an annual update (the "mini-
CAN"), which inform our customers in advance of all grant
competitions planned for the coming year.

Information Technology

The GAO and the Congress have criticized the Department for its
inadequate information technology resources and lack of strategic
planning and decisionmaking in this area.
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In response, we have developed and shared with 0MB Strategic and
Tactical Plans for Information Technology Resources. In line
with these plans, we have requested resources in the 1994
President's budget to expand the Local Area Network throughout
headquarters and the regions, and to purchase and replace
outdated personal computers and other office automation
equipment. We have also established an Information Management
Committee to address GAO and internal criticism of data
collection and dissemination.

Contracting for Services

A review of the Department's contracts, as part of an 0MB
government-wide survey submitted in July 1993, indicated that
there were no major problem areas and that the Department indeed
receives the services for which it contracts.

Of much more significance, however, is the importance of the
contracting function to the Department in carrying out its
responsibilities, and we must keep this in mind in any
government-wide review or policy development on the use of
contracts. For instance:

• The Department is highly dependent on contractors for
student aid processing, debt collection, financial
management, computer assistance, data surveys and
assessments, and studies and analyses.

• Even with the increased staff that we will require for the
Direct Loan program, we will have to increase our use of
contracts for loans servicing, alternative origination of
loans where institutions cannot perform this function,
systems development and maintenance, and debt collection.

• We have considered the option of using a federally funded
research and development center to complement staff for
such activities as the National Center for Education
Statistics and Direct Student Loans. While we are not
currently advocating this approach, it could enable us to
carry out necessary programs and activities within severe
FTE restrictions.

Student Aid Management Improvements

While our Direct Loan proposal is our most significant effort in
the area of student aid management, we also have underway a
number of management improvements for the existing grant and loan
programs

.

To strengthen the student financial aid "gatekeeping process ", we
have consolidated our internal responsibility for accreditation,
eligibility, and certification functions that determine which
schools can participate in these programs. In addition, as a
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result of the Secretary's efforts to obtain congressional funding
approval, we are now implementing the new State Postsecondary
Review program which will increase States' roles in the review
and certification of postsecondary institutions.

The default rate on guaranteed student loans has declined from
22,4 percent in 1991 to 17.5 percent in 1992 as a result of a
number of regulatory and legislative initiatives. For instance,
one regulation requires schools with a default rate over
20 percent to implement default management plans approved by the
Secretary, and recent legislation eliminates entirely the
eligibility of schools with the highest default rates. Over the
last 2 years, 218 schools with high default rates have withdrawn
or been eliminated from eligibility, while many others have
enhanced their counseling, job placement, and other activities to
avoid defaults.

We have expedited our implementation of the National Student Loan
Data System , the first national data base on recipients of
student aid, which will prevent those who have defaulted on loans
or reached maximum award levels from receiving additional loans
or Pell Grants. This new system will be operational in 1994.

Another improvement that we are pursuing is the design and
development of a "computer platform " to strengthen the management
and oversight of our student aid processing contracts. This
initiative would require a $30 million investment in 1995, but
would achieve up to $100 million in savings over 10 years.

The Department is the leader within the Federal Government in
debt collections . Our most effective tool has been the match of
default records with Internal Revenue Service files, allowing tax
refunds to be offset by the amount of debt owed. This now brings
in about $500 million each year. We are also implementing our
new statutory authority to garnish defaulters' wages, and we have
made debt collection an area for a "reinvention laboratory" to
further increase our effectiveness.

Implementation of Direct Student Loan Program

Our proposal to phase in a Direct Student Loan Program is at the
forefront of our initiatives in postsecondary education. It will
streamline the process and reduce costs for students; it will
provide them new repayment options, including fixed, graduated,
extended, and income-contingent plans; and it will save the
taxpayers $4.3 billion over the first 5 fiscal years and
$2 billion each year thereafter.

We already had taken many steps to implement the Direct Loan
Demonstration on a timely basis. All implementation activities
are on schedule, including the publication of regulations, the
selection of the first 250 schools, and the awarding of support
contracts. Under the Reconciliation agreement, the Demonstration
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Program will be replaced by the first year of the phase-in to
Direct Loans. Because we had anticipated this contingency in our
planning for the demonstration, we are prepared to make
adjustments in our contract plans and get up to 5 percent of
total loan volume in 1994, instead of the 4 percent called for in
the Demonstration. We are also gearing up now for the required
sharp jump in volume the second year to 4 percent of the total
loan volume. This is a dramatic shift that will be occurring at
the same time banks, guarantee agencies, and secondary markets
are adjusting to the many new provisions affecting their
participation in the old guaranteed student loan program.

In 1994, we will need $260 million and 267 FTE to administer the
program; in 1995 this will increase to $345 million and 293 FTE.
These resources will be needed for such activities as monitoring
contract support, developing data systems, training institutional
staff and monitoring programs, and overseeing guarantee agencies
during their phase-out from the guaranteed program. The funds
have been included in the Reconciliation bill under a mandatory
authority. The necessary staff cannot be hired without a change
in the Department's FTE ceiling. The sharp increase in loan
volume and the need to manage a significantly changed guaranteed
student loan program in 1995 makes it even more critical that the
Department receive the requested FTE. Despite criticism from our
opponents of our ability to administer this program, the
Administration has achieved a tremendous legislative victory. It
is imperative we be given the resources to deliver this program
effectively to the Nation's students.

Implementation of this program offers the best and most visible
opportunity to improve dramatically the public image of the
Department. This will be one of the biggest challenges our
Administration will encounter in education in the coming years,
and we must do it right!

Staffing Needs in the Department

We are committed to contributing to the savings in full-time-
equivalent (FTE) employment and administrative expenses as
directed in the President's Executive Orders. However,
particularly because of the Direct Loan program, but also because
of other new legislative responsibilities arising from our
initiatives in Goals 2000, Safe Schools, and School to Work, we
will need an increase to our current ceiling.

Our 1994 President's budget reflects a reduction of 74 FTE, from
4,910 in 1993 to 4,836. The 1995 target declines another 74 FTE.
Given the need to employ staff for our new responsibilities, we
are considering ways of reallocating staff from lower- to higher-
priority areas and through management improvements such as
implementing a Department-wide strategic planning process.
However, because of a low rate of attrition and the need to fill
technical and policy-making leadership positions with persons
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with appropriate skills, there is no way we can achieve the
planned reductions without extensive, involuntary Reductions-in-
Force of up 15 percent of the current staff. A large RIF at this
point would make it extremely unlikely that we could effectively
undertake our new responsibilities and improve the management of
the Department.

You should be aware that we inherited a Department that hadi been
deprived of necessary administrative resources for some time.
Since 1981 the number of education programs administered by the
Department has increased over 50 percent, from 150 to 230, while
its FTE has decreased nearly 30 percent, from 6,883 to 4,910.
Recent reports from the Congress, the Office of the Inspector
General, and the General Accounting Office have highlighted the
lack of adequate staff in the Department to manage its ever-
increasing workload and the critical need for improvements in
such areas as managing the student aid programs and monitoring
the Department's 230 programs in general.

In addition to implementing the Direct Student Loan program in
1994, we will need to manage implementation of the
Administration's initiatives such as Goals 2000, the Safe Schools
Act, and the School-to-Work Transition program. We will need an
exemption from the Executive Orders to handle these new
responsibilities . We are willing to take some actions to reduce
our staffing in other, ongoing activities, but we would like your
assistance in providing additional incentives to employees to
spur attrition and to enhance retraining and reassignment
opportunities. For example, we would like to obtain early-out
retirement and voluntary separation pay, similar to the
arrangements being used by the Defense Department and Central
Intelligence Agency. We would also like to explore ways of
giving staff incentives for taking on new, lower-graded
responsibilities without losing all pay advantages.

Meeting the training and development needs of our staff is a high
priority. We recognize that implementing the President's Executive
Orders on reducing Federal staff will require better utilization of
the remaining staff. An increased emphasis on training will be
essential if we are to develop staff skills in a variety of areas
such as financial management and quality management. Thus, we have
requested a 26 percent increase for training and skills development
in the 1994 President's budget, within the overall reduced level
for administrative costs required by the Executive Order.

In addition, the employee survey revealed a concern about the
lack of adequate support for training. In response, we set up a
task force to study the use of training funds and to make
recommendations to ensure adequate support for training across
the Department. To date, the task force has compiled and
analyzed data on funding and hours of training per employee for
each office and has developed initial recommendations on ways to
ensure that training remains a high priority.
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We will also engage in efforts to increase the efficiency and
cost effectiveness of training through the use of inhouse staff
as trainers in an ED Faculty Program, through using technology to
deliver training to employee workstations over the Local Area
Network, and through streamlining the training registration and
procurement process using our new automated TRAINS (Training
Registration and Information System) system.

To maintain our commitment to hire individuals with disabilities ,

the Secretary has also requested from 0MB an adjustment to our
FTE ceiling to accommodate readers, interpreters, and personal
assistants for these individuals since the Executive Orders
continue a requirement that these support staff persons are to be
counted against our ceiling. Even though our Department is one
of the smallest Federal agencies, we employ 18 of these support
staff or 10 percent of the government-wide total of 181. We must
continue to meet the special needs of this valuable sector of our
workforce.

I would note one final issue related to our overall management:
the status of the renovation project for our headquarters
building . Employees in FB-6 are scheduled for a temporary move,
in early 1994, to FB-10 to accommodate the renovation which is
now set to begin in June 1994. This renovation will also enable
us to consolidate headquarters employees with staff in the Office
of Educational Research and Improvement who are currently located
on New Jersey Avenue. The addition of Direct Student Loan staff
will raise further questions about the Department's space needs.
We also have inadequate space situations in a number of our
regional offices that need immediate attention.

Hiqh-Risk Areas

A final issue raised in your June 30 letter related to the
adequacy of our plans to address the current high-risk areas,
including an assessment of which areas might be removed from the
list over the near term.

Of the Department's five items, two should probably remain on the
list at the current time

—

Student Aid Program Management and
Financial Management . Although we have made significant progress
in each of these areas as I have described elsewhere in my
letter, we still need more time to pursue further improvement
efforts.

We feel that the remaining three areas can be removed from the
list. The Post-Audit Activity area is being addressed adequately
by our Management Audit Committee and the Federal Managers'
Financial Integrity Act process. The Program Compliance.
Performance, and Improvement Monitoring area is now one of our
top priorities, and our Performance Measures Reinvention Lab will
significantly improve this function. And in the ADP Security
area, the required security reviews are now being performed.
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Conclusion

We have a very ambitious agenda before us—both to implement •

effectively our new initiatives and to improve vastly the
administration of our existing programs. If we are to accomplish
this agenda, we must truly reinvent the Department of Education
so that we not only inspire confidence within the Congress and
the education community, but also give the American people the
kind of leadership they deserve and use our limited funds to
leverage the greatest results in education.

We approach our task with great expectations and much enthusiasm.
But we need your help. We look forward to working with you over
the coming months as we move forward to meet these exciting
challenges.

Sincerely,

'-^mJLu^^-l.-^
Madeleine M. Kunin

Enclosures

88-460 907
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DEPARTMENT OF EDUCATION

SUMMARY LIST AND DESCRIPTION OF MANAGEMENT INITIATIVES

Overall Leadership ; The Secretary and Deputy Secretary have made
improving overall management a top priority, addressing some
of the inherited problems through President Clinton's 1994
budget; undertaking regular staff meetings with both
political appointees and senior career staff; holding a
weekend management retreat to build a spirit of teamwork;
conducting a series of meetings on 1995 budget and
legislative planning; articulating and communicating to all
staff their major education priorities and strategies; and
establishing numerous work groups in which both political
and career employees work side by side to develop
legislative and other initiatives.

Strategic Planning and Decisionmaking ; Three formal structures
have been established—an Executive Management Committee to
oversee management and strategic planning; a Reinvention
Coordinating Council to initiate and advise on efforts at
"reinventing government" and quality improvement; and a
Strategic Planning Process to enable each office to develop
and effectively implement its mission and goals.

Culture Changes at the Department ; The Secretary and Deputy
Secretary have undertaken such activities as visiting and
recognizing employees; disseminating the Department's
mission statement; encouraging collaboration with other
agencies on various initiatives; responding to the Employee
Survey; forming an ad hoc committee to address the needs for
improvement in the recruitment of minorities, particularly
Hispanics; and emphasizing training for employees.

Improvement for Department's Programs and Clientele ; Several
initiatives focus on the needs of States and communities,
including emphasizing in program monitoring a broad
technical assistance role that can help States and
localities improve student outcomes; integrating Department
resources to support State efforts to achieve the National
Education Goals; convening a panel of outside experts to
advise on ED evaluations and the development of performance
measures; and continuing to pursue efforts to consolidate or
terminate programs.

Financial Management Improvements ; Activities include creating
a new Office of the Under Secretary to consolidate policy,
legislative development, and budget, and a new organization
of the Chief Financial Officer, including the Grants and
Contract Service, to focus greater attention on financial
management issues; developing a Financial Management
Strategic Plan; enhancing the Management Audit Committee by
focusing on audits with the highest potential payoff;
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continuing to redesign the core financial management system;
and improving our performance in cash management and
financial statements.

Regulations ; ED is pursuing improvements so that customers'
needs can be more effectively met, including convening
policy groups to identify and resolve problems early,
reducing unnecessary regulatory burden, expediting the
regulatory process and making regulations easier to
understand, and streamlining rulemaking procedures.

Information Technology : The Department has developed a Strategic
and Tactical Plan to improve ED«s information technology
resources and strategic planning and decisionmaking in this
area; has requested funds to expand the LAN and to purchase
new office automation equipment; and has established a
committee to address data collection and dissemination
issues.

Contracting ; A review indicated no major problems; contracting
is a critical function to ED in such areas as processing
student aid applications and administering a Direct Student
Loan Program.

Student Aid Management Improvements ; A number of improvements
for the current grant and loan programs are underway,
including strengthening the student financial aid
"gatekeeping process", expediting the National Student Loan
Data System, and enhancing debt collections.

Implementation of Direct Loan Program ; The new program will be
phased in gradually and prudently to ensure a smooth
transition, beginning in FY 1994; all implementation
activities are on schedule.

Staffing Needs in the Department : Efforts are being made to
achieve the savings in FTE as directed in the President's
Executive Orders; at the same time, an FTE ceiling
adjustment is needed to hire the additional staff for the
Direct Student Loan Program and such key Administration
initiatives as Goals 2000, the Safe Schools Act, and the
School-to-Work Transition program, and for the support staff
necessary to maintain the Administration's commitment to
hire individuals with disabilities. Training is also a high
priority.

High Risk Areas ; Five ED areas, identified by the Department,
are currently on 0MB 's high risk list. Sufficient progress
has been made to warrant removing three items from the list
—Post-Audit Activity; Program Compliance, Performance, and
Improvement; and ADP Security. The remaining two—Student
Aid Program Management and Financial Management—should
probably remain on the list pending further improvement
efforts.
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UNITED STATES DEPARTMENT OF EDUCATION

THE SECRnARY

November 22, 1993

Honorable Leon Panetta
Director
Office of Management and Budget
Washington, DC 20503

Dear Leon:

I an writing to express ay grave concerns over the potential
impact on the Department of Education of an across-the-board
application of the President's plan to streamline the
bureaucracy. I am also transmitting with this letter my
preliminary plan for a reduction in full-time equivalent (FTE)
employment in the Department—a plan that reflects the extent to
which, in my judgment, we can responsibly meet the requirements
as outlined in your October 8 letter and other recent guidance.

As I have indicated to you previously, one of my highest
priorities is to improve the management and the effectiveness of
the Department in carrying out its dual mission of access and
excellence. In just a few short months, our Administration has
made a great start in education. We won a major victory with the
enactment of the new Direct Student Loan Program and its promised
$4.3 billion savings over the next five years and $2 billion a
year after 1998; and we have gained considerable momentum in our
other initiatives such as Goals 2000, School-to-Work, and the
Elementary and Secondary Education Act reauthorization. We must
be ready to carry out these challenges with diligence,
effectiveness, and more positive leadership if we are to maintain
our credibility with the American people. But we will not be
able to do so without a major commitment to the management of
this Department.

I am still astounded by the magnitude of the problems that faced
us when we arrived—the troublesome administration of the complex
student loan programs, the Pell Grant funding shortfall and the
lack of control over the quality of institutions as pointed out
by Senator Nunn in his recent hearings, inadeq[uate resources for
monitoring programs, the outmoded technology for basic staff
functions, and the overall low morale of the I>epartment's staff.
In fact, we were inxindated with reports on these problems from
the Office of Management and Budget, the General Accounting
Office, the Inspector General, and the Department's employees
themselves. I have become increasingly concerned about the
Department's ability to respond to these issues. In fact, over
the past two weeks, I have personally made some further changes
myself to the enclosed FTE plan.

400 MAJtrUUfD AVr.. B.W WASHINGTON. DC 30302-0100
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Page 2 - Honorable Leon Panetta

The current management situation in the Department did not occur
overnight. Since 1981, the Department's staff has declined by
30 percent, while the number of programs has grown by 60 percent.
I have attached to this letter a graph that illustrates this
dramatic impact. Even more importantly, these programs have
become increasingly complex, more far-reaching in their services,
and more visible in the eyes of the American people.

Neither can we expect to correct the situation overnight. While
we all agree that merely adding numbers of staff is not the only
answer, we cannot deny that an adequate level of qualified staff
is certainly a critical part of the solution. We will vigorously
pursue all efforts to increase the productivity of the Department
through strategic planning and other management improvements so
that we can, in effect, "do more with less."

My preliminary FTE plan would enable us to implement the new
Direct Student Loan Program, manage the phase-out of the
$60 billion guaranteed student loan portfolio, address
deficiencies in the management of the $6 billion Pell Grant
program, and implement our new initiatives in elementary and
secondary education that address the National Education Goals.
The plan reflects recommendations of the Vice President's
National Performance Review for reducing staff, such as the early
retirement incentive, consolidating and eliminating programs, and
regional office restructuring. It builds on good management
practices such as reallocating and retraining staff within the
Department, consolidating and streamlining administrative
functions, improving financial management activities, tightening
our "gatekeeping" for schools that participate in Student Aid
programs, and strengthening our monitoring of all Department
programs.

In summary', ny plan:

Reduces the Department in total from its ceiling of 5,023
FTE in 1993 to 4,917 FTE in 1999.

Provides staff for simultaneous management of Direct Student
Loans and guaranteed student loans and upgrading the quality
of other student aid programs by increasing the ceiling of
1,047 FTE in 1993 to 1,259 by 1999, including 26 FTE in
offices other than the Office of Postsecondary Education.

Reflects an 8 percent decrease, from the 1993 ceiling of
3,976 FTE to 3,658 FTE, for other staff within the
Department, while still enabling us to implement other
education initiatives of the Administration.

The enclcsed plan includes a narrative overview of the
assumptions and action steps on which the plan is based, an
analysis of the FTE numbers by Office within the Department, and
a section that describes the magnitude of the Department's
workload in the recent past and in the foreseeable future.
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m conclusion, Leon, I simply cannot recoaunend anything less for

Too much is at stake. I very much appreciate the

overall ne^d to streamline the Federal bureaucracy, and we can

and will do our fair share in this effort. But I would be remiss

in carrying out my responsibilities were I to acquiesce in a plan
^?-".f?.T"^_„_-.-../4«««.r.^i,» «„^ ci-ewardshiD role and the savings

this agency
overall nee

, ^^ _..
and will do our fair share in this effort

in carrying out my responsibilities were

that would surely jeopardize our stewardship roie

of billions of Federal dollars.

I urge your favorable consideration of my plan and the exemption

for this Department from the overall 12 percent decrease. 1 wm
be happy to discuss this in more detail with you or to provide

whatever additional information you might need.

Yours sincerely.

Enclosures

^=fe,*^
Richard W. Riley

Alice Rivlin
Philip Lader
Isabel Sawhill
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGCT

WASHINaTON. O C 0901

December 23, 1993

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPART^IE^^^S
AND MAJOR AGENCIES

FROM: Leon E. PanettaQ^"" "

Roben E. Rubin (il ^

SUBJECT: Final Presidential Decisions on (he FY 1995 Budpet

The President has made Tina] dedsions on the FY 1995 Budget. This budget meets

the commitments of this Administration to fiscal integrity and national priorities. The
choices made have been extraordinarily difficult d.ie to the necessity of presenting i budget

within the constraints of a S-year hard freeze on outlays. Despite these constraints, the

President has increased funding for his key investment programs by approximately 18

percent. However, in order to make tiis possible, the FY 1995 Budget wfll require

significant sacrifice in many other program areas.

We have attcr-.pted to rr.ake the development of this budget as open and collaborative

a process as possible. We deeply appreciate your cooperation in this difficult challenge.

Your participation and the close working relationship between suffs have been invaluable.

Nou that the President has completed his meetings with you and dedded upon (he

composition of the budget, we will need your continued support, and (hat of your staffs, to

complete the process of compiling the pRsident's budget.

Atuched to this memorandum are (be approved funding and staHing levels for your

departments and details on the composilion of (he budget. Your naff should immediately

begin to work with 0MB staff to translate (he President's decisions into the daU needed to

suppon the FY 1995 Budget. Agencies can directly input budget datt. and must do to by no
later than January 7th. Therefore, it is imperative that agency staff begin this work
promptly.

We stress that (his is the President's budget, and it is inappropriate lo discuss either

the detailed numbers or the policy choices with the media or others outside the

Administration until the budget is released. If you have questions concerning (he decisions,

please direct them to the 0MB Program Associate Director responsible for your agency.

Atuchment
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PISCRETIONARY TOTALS

INVESTMENTS WITHIN THE TOTAL

EDUCATION DEPARTMENT
in millions)

1994

BA
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Mr. ISTOOK. Is the request and the scope of the grant totally lim-

ited to the lending program?
Secretary RiLEY. Other than direct loans and Guaranteed Stu-

dent Loan Programs, we have cut staff, I am told.

Mr. ISTOOK. But my question was whether the request and the
grant from 0MB to exempt you from these restrictions was limited
to the Direct Student Lending Program or whether it was broader.

Secretary Riley. Direct loans and guaranteed student loans; only
in that area.

DEPARTMENT HIRING

Mr. ISTOOK. At the same time as you are adding people for the
Direct Student Loan Program you have had different ones taking
early retirement, the buyout with the $25,000 per person provision,

and that has been 400 or so people within your department taking
advantage of that early buyout?

Secretary RiLEY. That is about right, yes, sir.

Mr. ISTOOK. So at the same time as you are letting some people
take early retirement you are adding others. Doesn't that seem con-
tradictory, that you are letting them take early retirement and
paying them as part of downsizing when you are not really

downsizing?
Secretary Riley. Of course, the advantage to that, to the Federal

Government, people come in at lower grades and we are careful

about skilled people. If someone goes out on the top and another
comes in at the bottom, there is a tremendous savings to the Gov-
ernment.
Mr. ISTOOK. Which sometimes depends upon whether they really

do go out at the top and come in at the bottom. Do you know how
many people have been added after the elections or added under
the Ramspeck Act?

Secretary RiLEY. I don't know that. We can supply that informa-
tion.

[The information follows:]

Since November 3, 1994, the Department has hired 143 employees. Over 40 per-

cent of those hired were in the Office of Postsecondary Education for implementa-
tion of the Direct Loans program.
Within this total, the Department has hired 7 employees subject to the provision

of the Raunspeck Act. The salaries of these employees prior to coming to the Depart-
ment totalled $577,361. The salaries of these employees after their appointments to

positions in the Department now total $491,980.

DEPARTMENT BUYOUTS

Mr. ISTOOK. If you could provide me with the information regard-
ing the people who have taken the early retirement and what their

respective salaries and categories were and their numbers and the
cost of that and then also the number of people that have been
added contemporaneously due to the Direct Student Loan Program
or others and what their respective pay grades, the breakdown,
how many in this pay grade and how many in that and the cost

of those—I would like to be able to do a meaningful comparison on
that information as well as the Ramspeck additions.

I would be interested to know what pay grades they have come
in at compared to what their pay grades were in their prior em-
ployment.
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[The information follows:]
r ^^ r^

The Department has prepared the following charts for the Com-

mittee's information:
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DEPARTMENT EMPLOYEES WHO TOOK BUYOUTS

Between May 1994 and January 1995, 431 employees took the buyouts

offered by the Department. The total number of employees taking the

buyouts was within the number approved by the Office of Management and

Budget and therefore did not affect the Department's established Full-time

Equivalent (FTE) ceilings for either 1995 or 1996. The first buyout in May
1994 was offered to all employees; the second buyout in November was

limited to supervisors and managers, GS-13 and above. The third buyout in

January 1995 was limited to employees, GS-14 and above. The distribution

by grade levels of the employees who took buyouts follows.

Grade Level

Employees Who
Took Buyouts

GS-15

GS-14

GS-13

GS-12

GS-11

GS-10

GS-9

GS-8

GS-7

GS-6

GS-5

GS-4

GS-3

GS-2

GS-1

Administrative Law Judge

Admin. Determined Salary Levels

ES-Senior Executive Service

Temporary/Intermittent

TOTAL

48

66

87

90

29

1

31

12

27

12

12

4

1

1

10

Q

431

The salaries and benefits of all employees who took buyouts were

$29,743,194. The total costs of $13,884,088 for the buyouts are listed below.

Incentive

Payments

Lump Sum
Leave Costs

9% Payments for

Earlv Retirement

$9,645,836 $3,281,443 $956,809
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DEPARTMENT EMPLOYEES HIRED AFTER THE BUYOUT

Since May 1994, when the first buyout was offered to employees, the

Department has hired 569 employees. Some of these were part-time or

summer employees. The Full-time Equivalent (FTE) would be lower. The
distribution of these staff by grade levels follows.



613

HIRING FOR DIRECT LOANS

Secretary RiLEY. The Direct Loans Program is in full operation.

It depends on where we end up. We expect to save more for the
Federal Government in our one department with 5,000 people prob-

ably to more than twice pay for our entire department. That is a
new program.
Mr. ISTOOK. Have you completed that hiring or are you still

doing additional hiring because of the Direct Lending Program and
how many additional hires do you expect to have in those areas?

Secretary RiLEY. I think we are winding down on that, but there
are some. We are still hiring people, and reassigning some people
from GSL, the old program to the new program, and training them
for the new program. So there is some transfer, but we will supply
all that information.

[The information follows:]

Currently there are 248 Full-Time Equivalents (FTE) administering the Direct
Loans program and the transition for the Federal Family Education Loans (FFEL)
program. The Department plans to hire an additional 98 FTE during 1995 to reach
the 1995 ceiling of 346 FTE. Additional hiring as well as the redirection of staff

from FFEL will take place in 1996. The total authorized in 1996 for this program
is 496 FTE.

Mr. Porter. Mr. Wicker.

STUDENT LOAN DEFAULT RATES

Mr. Wicker. Mr. Secretary, I apologize that I have not been here
for your entire testimony. I was in another meeting. I don't think
you have touched on the default rate on student loans. I under-
stand the Department announced that the default rate has been
dropping; is that correct?

Secretary RiLEY. That is correct, yes, sir. It reached a peak, I

think, of around 22 percent and it has, the most recent is 15 per-

cent. So it has gone down very, very significantly, and in terms of

putting that into dollars, from a high point of $3.6 billion down to

$2 billion.

Mr. Wicker. $2 billion in this fiscal year you estimate will be
paid out of taxpayer funds to cover default of student loans?

Secretary RiLEY. Last year, yes.

Mr. Wicker. And the high point was over $3 billion; what year
was that?

Secretary RiLEY. 1991. Congressman, I don't mean we have
stopped working on that. We are continuing to bring that down. It

is still too high, but we are pleased that it is moving in the right

direction.

Mr. Wicker. What initiatives do you have to bring that down?
Secretary RiLEY. The 1992 higher education reauthorization had

the triad, which had three levels of gatekeeping and also a super-
visory analysis of that whole situation is being done by our Depart-
ment and the groups that we had discussion about earlier—^the

State groups and the accreditation groups. So that is in process. It

is very difficult. We are having tremendous cooperation, but it is

working and it is moving in the right direction.

Mr. Wicker. Thank you, Mr. Secretary. Let me just ask you, I

am sure you are aware that the Congress is going to be considering
a rescission bill.
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Can you tell me how much, what percentage of your FY '95 budg-
et your department has already spent?

FORWARD FUNDING

Secretary RiLEY. Well, let me—I had a lot of discussion earlier

and—let me ask you to look over my statement after the hearing.
But the issue of forward funding fits into that as a real problem
for us in terms of looking at that issue.

Almost all of our programs connected with the schools are for-

ward funded, so we have spent very little of our annual budget, be-
cause the funds really flow usually from April to July for the next
year. The schools are all planning for the use of those funds—and
contracts made and so forth, but actually they don't flow until they
are funded—so most of our funds go out, or very soon start going
out, but have not gone out yet.

Mr. Wicker. And
Secretary RiLEY. And I ask you to be sensitive to that, if you

would, because that is a decision that was made to forward fund
education, and I would certainly hope that we aren't treated dif-

ferently because we are forward funded. That would be a very sig-

nificant problem to the local schools all around the country if the
forward funding was not acknowledged right along with everything
else, because I know everybody is hunting for money now, but
there is a reason for forward funding and that is the schools plan-
ning and making arrangements for their next year early.

Mr. Wicker. Do you have any information about how many em-
ployees in your department have actual classroom teaching experi-

ence? Can you get that for me?

employees with teaching experience

Secretary RiLEY. I don't know. We can find out. That is an inter-

esting question.
[The following information was obtained through an informal

survey of Department Stafl".]
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DEPARTMENT EMPLOYEES WITH TEACHING EXPERIENCE

A quick, informal survey of Department staff revealed that at least

25 percent (close to 1 ,200 employees) have actual classroom teaching

experience.

o These people are concentrated in areas of the Department where

their classroom experience is most relevant and critical—teaching

assistance, plan review, monitoring, and policy development of

programs that give aid to the Nation's elementary and high schools.

For example, about one-half of the staff working in the areas with

the greatest direct impact on the nation's schools have had actual

classroom experience.

o The percentage is much lower for staff in areas such as the Offices

of the Inspector General and the Chief Financial Officer, where

emphasis is placed on auditing skills and fmancial expertise.

o Almost one-quarter of Department employees are in the student

financial assistance area, and many of these people have extensive

experience at the postsecondary level in handling student fmancial

aid and other areas of college administration. We have also

responded to criticism of our management of the student financial

aid programs by bringing on more staff with financial management

expertise.

o About 40 of our employees currently take advantage of an

opportunity for hands-on experience with students through their

volunteer work at the Department's adopted school, Amidon
Elementary in the District of Columbia. Of course, many more

employees play an active role in the public schools attended by their

own children, either as volimteers or as PTA members.
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Estimates by principal operating component (POC) of Department staff

members with classroom teaching experience are as follows:

POC
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Secretary RiLEY. My capable staff says a lot. I would say this:

One thing that I wanted to do when I came in was to have in my
central office a classroom teacher and I asked a person whom I

knew, who was a South Carolinian, a National Teacher of the Year,
and was a person who was in Vietnam—she is half Vietnamese and
half German. She was an orphan in Saigon and picked up and
brought to this country by an American and raised in a family in

Florida and is one of the most outstanding teachers that I have
seen or known anything about.
She became Teacher of the Year in South Carolina and went on

to be Teacher of the Year of the country. Her name is Terry Dozier.

She has had enormous response from teachers all over America,
and it is in line with the question you asked to make sure we are
emphasizing teaching and the contact between teachers is very im-
portant to us.

Mr. Porter. Mr. Istook has requested a 15-second question, and
without objection that will be the final question.

ANNUITIES FOR RETIRED EMPLOYEES

Mr. Istook. Thank you. Mr. Riley, I wanted to mention in addi-
tion to the information you are getting me for those persons who
have retired, I would like to know what is the amount the govern-
ment is paying them for retirement benefits, whether direct or
fringe. I want to take into account the total cost of what we are
paying those people, plus the salaries of the new people that came
on board when we were supposed to be downsizing to have the full

analysis.

Secretary Riley. We will supply that for you.
[The information follows:]

The estimated annuity costs for the employees who retired under the Buyout pro-

gram will be approximately $13 milion for the first fiill year. This includes both the
direct payments to the annuitants and the related ftinge benefits of health and Hfe
insurance. These costs are paid by the trust fund established by the Office of Per-
sonnel Management. Because the employees in the Civil Service Retirement System
would eventually obtain some of these benefits, the cost should not be viewed as ad-
ditional expenses. In fact, adjusted on a net present value basis and to account for

a reduced service period, the reduced annuity costs could ultimately save the gov-
ernment money.

Mr. Porter. Mr. Secretary, we very much appreciate your com-
ing to testify and the members of your staff. We have learned, as
we always do, a great deal in the course of the hearing and look
forward to working with you when we see the President's budget
to discuss the further question of rescissions. Thank you very
much.

Secretary RiLEY. Thank you Mr. Chairman.
[The following questions were submitted to be answered for the

record.]



618

Mr. Porter. Provide a list of the programs that were originally consolidated into the

Chapter 2 block grant in the early 1980s.

Secretary Riley. The following list includes all antecedent programs to the Education block

grant (Education Consolidation and Improvement Act, Chapter 2).

1

.

Alcohol and Drug Abuse Education

2. Basic Skills Improvement

3. National Diffusion Program

4. Educational Television Programming

5. Cities in Schools

6. PUSH for Excellence

7. Metric Education

8. Arts in Education

9. Consumers' Education

1 0. Telecommunications Demonstrations

1 1

.

International Understanding

12. School Libraries and Instructional Resources

13. Improving Local Educational Practice

14. Strengthening State Education Agency Management

15. Basic Grants to LEAs
16. Special Projects and Programs

1 7. Grants to Non-profit Organizations

1 8. Magnet Schools, Neutral Sites, and Pairing Grants

1 9. Educational Television Programming

20. Evaluation

2 1

.

Community Schools

22. Gifted and Talented

23. Ethnic Heritage

24. Pre-college Science Teacher Training

25. Teacher Corps

26. Teacher Centers

Mr. Porter. Provide the most recent data available on State overmatching in the State Student

Incentive Grant Program.

Secretary Riley. States must meet two requirements for matching the ftinds provided under

the State Student Incentive Grant program:

at least a dollar-for-dollar match of the Federal funds provided;

a three year average maintenance-of-effort requirement.

In 1992-93, 41 States exceeded these two requirements, or overmatched, by more than $1,000. The

total overmatching in the program totaled approximately $560 million.
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Mr. Porter. What volume of loans could still be made in the next fiscal year if there were not

additional Perkins capital contributions.

Secretary Riley. We estimate that over $794 million would available for new Perkins loans

in 1996 if no additional appropriated funds were provided for capital contributions.

Mr. Porter. How many public libraries exist in the U.S.? How many of these libraries receive

funding from the library services program? What is the average size of this grant?

Secretary Riley. The most recent edition of Public Libraries in the United States (National

Center for Education Statistics, 1992) reports that there are 8,946 public libraries in the United

States. These public libraries have 1 5,872 branch and central outlets, not counting bookmobiles.

We do not have data regarding the exact number of these libraries that receive funding under

the Library Services and Construction Act (LSCA). Under LSCA, three programs. Public Library

Services, Public Library Construction, and Interlibrary Cooperation provide formula grants to 55

State library administrative agencies. State library administrative agencies then make subgrants,

some of which go to individual public libraries, but many of which go to systems or networks of

libraries, or they use flinds directly to benefit all of the public libraries in the respective State.

Because States do not report the number of public libraries benefiting from subgrants or State

activities, we do not know how many public libraries receive LSCA funds. In 1993, the most recent

year for which we have data. States reported making 2,790 subgrants, which means that at least that

number of public libraries received LSCA funds.

We also do not have data from States to support an estimate of the average size of an award

to a public library. However, based on anecdotal information from State librarians and monitoring

visits, we estimate that the subgrants that go to individual public libraries average about $25,000.

The size of subgrant awards varies greatly, from less than $1,000 to more than $ 1 00,000, and awards

for some construction projects are substantially larger.

Mr. Porter. What is the estimated level of need nationwide for elementary and secondary

school renovation and construction?

Secretary Riley. The Department has not conducted surveys in this area for some years.

However, the General Accounting Office has completed a study of school construction and

renovation needs, which Senator Mosely-Braun will release on February 1

.

According to GAO, American schools would require an estimated $112 billion to repair or upgrade

facilities to good overall condition. About one-third of schools, attended by some 14 million

students, need extensive repair or replacement of one or more buildings. Among the remaining two-

thirds of schools, most also have problems with at least one major building feature or environmental

condition.

The Department has not yet had the opportunity to review the research methodology underlying the

GAO estimates. Thus I cannot comment as to their validity.
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Mr. Porter. What are your current estimates for 1995-1996 Pell grant program participation

and what is the cost of this participation at the current maximum grant?

Secretary Riley. We estimate that there will be 3,858,000 Pell Grant recipients in 1995-96 at

a cost of $5,990 million.

Mr. Porter. How much Pell grant funding currently goes to students who do not have, either

a high school diploma or an equivalency diploma?

Secretary Riley. Based on data from the 1990 National Postsecondary Student Aid Study, we

estimate that 5 percent of Pell Grant fimding goes to students who do not have a high school diploma

or its equivalent.

Mr. Porter. What is the extent of State overmatching in the vocational education basic State

Grant program?

Secretary Riley. Because the Perkins Act no longer requires a State "match" (except for

administration), the Department does not collect data on "overmatching" in the basic State grants

program. However, based on data collected informally during site reviews, we believe that States

and localities, on average, match Federal dollars at a rate of nine or ten to one. In some cases the

extent of overmatching may be as high as twenty to one.

Mr. Porter. Describe your current timeline for the State postsecondary review program. How
many State plans will be approved by quarter in fiscal year 1995 and 1996? How many are currently

approved? How many reviews are projected to be conducted by quarter in 1995. and 1996?

Secretary Riley. All 50 States have signed agreements with the Department to administer the

program and implementation is well underway. At present, 1 have approved the standards for three

States. I anticipate approving about another 20 State standards in the next few months. Of course,

our schedule of approval is contingent upon when the remaining States actually forward their plans

to the Department for approval. The schedule by quarter for both approval of standards and State

reviews of institutions is listed below.

Fiscal quarter 1st 2nd 3rd 4th

Approval of Standards 23 12 12

State Reviews 5 115 180
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Mr. Dickey. Can you tell me or provide me with a chart that indicates the level of funding over

the past two years that has been allocated for rural and urban areas for the Tech-Prep program?

Secretary Riley. These data are not available. Under the Tech-Prep program, States receive

Federal funds by formula, but then they can distribute those funds within the State by either formula

or discretionary means. We do not require States yo chart the distribution between urban and rural

areas as part of their data collection activities.

Mr. Dickey. Last year you informed this committee that fimds for the Safe and Drug-Free

Programs were to support an improved program that would link schools and communities in the

development and implementation of comprehensive prevention strategies. Can you inform me
exactly what a prevention strategy is as defined by this program? Can you provide me with any

statistics that can prove the effectiveness of this program?

Secretary Riley. Under the recently reauthorized program, local educational agencies have

tremendous flexibility in spending their Safe and Drug-Free Schools and Communities program

funds, provided that they adopt and carry out a comprehensive drug and violence prevention program

that is designed for all students and employees to: (1 ) prevent the use, possession, and distribution

of tobacco, alcohol, and illegal drugs by students and to prevent the illegal use, possession, and

distribution of such substances by employees; (2) prevent violence and promote school safety;

(3) create a disciplined environment conducive to learning; and (4) include activities to promote the

involvement of parents and coordination with community groups and agencies.

The Safe and Drug-Free Schools and Communities Act defines the term "drug and violence

prevention" as follows:

With respect to drugs : prevention, early intervention, rehabilitation referral, or education

related to the illegal use of alcohol and the use of controlled, illegal, addictive, or harmful

substances, including inhalants and anabolic steroids;

Prevention, early intervention, smoking cessation activities, or education, related to the use

of tobacco by children and youth eligible for services under this title; and

With respect to violence : the promotion of school safety, such that students and

school personnel are free from violent and disruptive acts, including sexual

harassment and abuse, and victimization associated with prejudice and intolerance,

on school premises, going to and firom school, and at school-sponsored activities,

through the creation and maintenance ofa school environment that is free ofweapons

and fosters individual responsibility and respect for the rights of others.

Under the program, local educational agencies will develop their programs in consultation with a

local or regional advisory council that includes representatives of local government, business,

parents, students, teachers, appropriate State agencies, private schools, the medical profession, law

enforcement, community-based organizations, and other groups with interest and expertise in drug

and violence prevention.
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Statistics alone cannot prove the effectiveness of these programs, because so many other factors

affect students' attitudes and behavior towards violence and drug use. Nonetheless, evaluations of

school- and community-based drug prevention efforts funded under the former Drug-Free Schools

and Communities Act have identified successfiil prevention programs. Many of these programs will

be identified in a forthcoming report to Congress on the effectiveness of such programs.

Mr. Dickey. How much of the FY 1995 fiinds have been obligated for the Art in Education

program?

Secretary Riley. To date, none of the $12 million of the fiscal year 1995 appropriation for

the Arts in Education program has been obligated. All of this appropriation is forward funded.

Mr. Dickey. How much of the FY 1995 fiinds have been obligated for the Education for

Native Hawaiians program?

Secretary Riley. To date, none of the $12 million of the fiscal year 1995 appropriation for

the Education for Native Hawaiians program has been obligated.
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Wednesday, January 18, 1995.

OUTSroE WITNESSES

WILLIAM D. HANSEN, FORMER ASSISTANT SECRETARY OF EDU-
CATION FOR MANAGEMENT AND BtTDGET

ALLYSON TUCKER, HERITAGE FOUNDATION

Mr. Porter. We will now ask the outside witnesses on the first

panel to come forward. That would be William Hansen, the former
Assistant Secretary of Education for Management and Budget and
Allyson Tucker of the Heritage Foundation.

I would say that we have gone over on our first portion of our
hearing by 20 minutes. We will have 40 minutes to allocate to the
outside witnesses. We will allocate 20 minutes to the first panel
and 20 minutes to the second and that will have to include also
questions. So to the extent that the witnesses can present their tes-

timony and leave time for questions that members of the sub-
committee might have, that will help us in our deliberations.

First, William Hansen, the Assistant Secretary of Education for

Management and Budget to the previous administration. Please
proceed in any way you wish.
Mr. Hansen. Thank you very much, Mr. Chairman. It is a pleas-

ure to be here. I feel like Alice in Wonderland, where two years ago
I was representing the Department and you were on the other side.

Everj^hing is upside down and I am happy for both of us.

I would like to take this opportunity to talk about the Depart-
ment's budget and programs and about the overall mission of the
Department. I think that I am going to somewhat depart from my
testimony and address some of the issues that were talked about
this morning.

I think the first issue that we need to think about is what the
appropriate Federal role in education should be. I think it is impor-
tant to note that only 5 percent of total elementary and secondary
dollars spent nationwide are from the Federal Government. It is in

the context of this limited contribution that the appropriate Fed-
eral role in support of elementary and secondary education should
be established.

Five percent of total elementary and secondary spending nation-
wide can and should be directed toward ensuring equal access and
promoting educational excellence. Such limited funding cannot and
should not be represented as a substitute for the local resources
available and should not be provided to States in a manner that
undermines the proper administration of the 95 percent of re-

sources provided at the State and local level.

My experience suggests that true local control of education prior-

ities at the elementary and secondary level promotes local support
for education and parental involvement. Local support will become
increasingly important in the coming years. Parental involvement,
in my view, is an absolute necessity if the problems in our schools
are going to be addressed appropriately.

Unfortunately, many of the Federal initiatives of the last several
years have run contrary to these principles. Two former Secretaries
of Education, Lamar Alexander and Bill Bennett, recently called for

return of control of education to State school boards and parents.
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In their report entitled, "Local Options," the Secretaries suggest

that literally dozens of Federal programs should vanish, with those

resources being available for Federal tax cuts or through an ex-

panded version of the Chapter II program to States and commu-
nities to do with what they judge best.

My experience in managing programs and personnel at the De-
partment of Education suggests that the benefits derived from doz-

ens of the Federal elementary and secondary education programs
may be outweighed by the administrative burdens associated with
administering those programs.
For example, a 1991 survey of Ohio school districts determined

that each school district in the State was required to complete 330
reports and forms of which 157 submissions were to the State and
173 were federally required. This study suggested that the Federal
Government is responsible for 55 percent of the paperwork burden
while Federal funds accounted for only 5 percent of the resources

available to the school districts.

Secretaries Alexander and Bennett recommended that the guid-

ing principles for Federal education programs should be choice, de-

regulation, innovation, accountability and serious assessment. I be-

lieve that if the Department of Education adopted these principles

as a standard by which to review existing programs many of the

programs would be found in need of repeal or substantial revision.

I would like to address the Secretary's issue a bit about funding
history of the Department. Today it totals nearly $33 billion with
240 programs. When the Department was created in 1980 the

budget was $14 billion with 150 programs. The Department's budg-
et has grown over 50 percent in real dollars since its inception.

The expansion of Federal programs has led to obvious duplication

and increased Federal intrusion at States and local levels. Since

1980 over $350 billion have been appropriated at the Federal level

to support education programs. There has been much good accom-
plished in these programs with disadvantaged students receiving

Chapter I services, disabled youngsters being given opportunities

that they didn't have 30 years ago, and millions of students who
have had postsecondary education now made more affordable. But
notwithstanding the expenditure of these monies, public confidence

in America's education system appears to be close to an all-time

low.

Parents and the general public question whether the Federal

mandates and programs in the education area are producing the

results they desire for their children. Given that the concept of an
aggressive, expansive Federal leadership role has been tested over

the past decade, I believe it is time to give State and local adminis-

trators and even more importantly families the leadership opportu-

nities.

As taxpayers and members of this subcommittee, we should ask
some tough questions about each of the Federal education pro-

grams as you are considering your budget and rescissions.

First, are students performing as well today as their parents did?

Are we rewarding dependency and mediocrity? How can we reward
excellence and quality? How can parents be given more control and
responsibility over local education?
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Is the public getting its money's worth? I believe that many of

the current programs fail to positively address the standards re-

flected in these questions. The Congress should consider starting

over with a clean slate in determining which programs, new or old,

are necessary and which appropriations will be required to accom-
plish the Department's mission.
Congressman Goodling, Chairman of the Education and Eco-

nomic Opportunities Committee, said recently that he hopes that
the term "reauthorization" could be stricken from the dictionary.

We shouldn't assume programs are going to continue year after

year, but intensively examine them to make sure they are still

needed and achieving a purpose.
Similarly, I would suggest adding sunsets to some programs,

laws and regulations. I wholeheartedly endorse Mr. Goodling's sug-
gestions. In my view there has been little accountability for results

to taxpayers in the way that the Department has spent their $350
billion dollars over the last 15 years. A much simpler system could
be put in place with less strings attached.
Between 1981 and 1992 there were numerous legislative and ad-

ministrative initiatives to help mold the mission of the new Cabi-
net agency. I think in the early 1980s two of the most important
things to help downsize the Department were accomplished in the
Reagan administration and did not occur on Mr. Riley's watch.
One was the consolidation of the 42 elementary and secondary

programs into the block grants and another was privatizing the
loan collection programs. The Department was downsized from
7,500 employees starting in the 1980s down to 4,500 employees in

the late 1980s and early 1990s. There are now about 5,100 employ-
ees and are continuing to grow.
At the same time the number of programs authorized by the

Congress grew from 132 to 240. I think that clearly in the past 12
years more was done with less. I think right now less is being done
with more. We are now told the Department of Education is once
again reinventing itself.

Given the high level of parental and general frustration with
education quality, it is appropriate for this subcommittee to provide
to the Department the clear indication of the direction this

reinvention should take.

Congress should examine several areas of recent activities at the
Department of Education and set clear priorities for the Depart-
ment. The fact the Department already has over 5,100 employees
and plans to hire 600 more to manage the Direct Student Loan
Program is cause for concern about the Department's mission at a
time of governmentwide streamlining and privatization.

I must say about the Secretary's assertions that the Direct Loan
Program saves $4 billion, those assertions are true under the illu-

sory and the smoke and mirror current budget scoring situation,

but the Congressional Budget Office has said that the savings are
more likely to be $2 billion and the Congressional Research Service
and some leading economists, including Rudy Penner, the former
Director of CBO, has said that if direct lending was full blown and
you had $165 billion to $200 billion in Federal debt issue that that
could actually increase interest rates in the overall economy and



the cost savings would be wiped out with the most incremental in-

terest rate increase.

What is being looked at are solely with blinders on and not with
the overall impact on the overall economy and the Nation.
The direction that Congress provides for the Department's pro-

grams and budget should play a key role as the department
reinvents itself.

There are a couple of things this subcommittee should look at.

First is deregulation. One of the best ways to deregulate is to con-

solidate programs and get rid of programs.
In terms of consolidating programs, if you have, for example, six

scholarship programs that are being managed by 20 people and you
could consolidate it into one program, you would be able to run
that with fewer people. The Chapter II Block Grant Program right

now is administered by half a dozen people. If you look at the Im-
pact Aid Program, that is administered by 70 or 80 people. Clearly,

if things are block granted that is an easier way to downsize the
Department.

Lastly, the Department should also cap or phase out the Student
Loan Program. This program runs directly counter to the principles

outlined in the National Performance Review. Instead of streamlin-
ing the Federal bureaucracy, direct lending would grow, the De-
partment, as President Clinton has exempted the Department from
his Executive order, as Mr. Istook mentioned previously.

Rather than support market-driven solutions that focus on cus-

tomer service, direct lending would wipe out tailored private sector

organizations that focus on serving the customer in favor of the
Washington model. Of particular concern to this subcommittee
should be the fact that the 1993 Student Loan Reform Act created
an unprecedented $2.5 billion administrative entitlement fund for

the implementation of the Direct Loan Program.
Unlike all other government administrative funds, those associ-

ated with the direct government loan program are not subject to

the annual appropriations review process. Yesterday, a bipartisan
bill was introduced by Chairman Goodling to cap the Direct Loan
Program, which would also improve congressional oversight of the
billions of dollars that the Department will spend to administer di-

rect loans.

Congressman Bart Gordon, the Democrat from Tennessee had
some default language as part of that bill. The question for Mr.
Wicker is right now schools can join the Direct Loan Program and
the best way to kick out those schools that don't deserve it is the
default rate calculation if they are over 25 percent.

Right now schools do not have to get into the Direct Loan Pro-

gram. There will be no default calculation. I don't think it is any
surprise that two-thirds of the schools that are in the Direct Loan
Program happen to be proprietary and trade schools and won't
have the same integrity provision to address.

Since the establishment of the Department under President
Carter, presidents of both political parties have submitted budget
requests to zero fund dozens of education programs because they
have largely or completely achieved their original or intended pur-

pose, were duplicative of other programs or could be supported by
other funding sources.
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For example, in President Bush's final budget, he called for the
elimination of 39 set proposals. President Clinton submitted 34.

They were pretty much a mirror of one another. Congress elimi-

nated 12, I think, as a starting point and this year the committee
should go after those 25 to 30 other programs immediately.
Without fiill knowledge of the status of funds obligated and allo-

cated within the Department, I am not sure that I could thought-
fully give you other potential rescission issues until I have seen
what has been allocated by the Department, but I would be happy
to work with the committee in helping to go through that process.

I do think that some of the issues of the major formula grant pro-

grams, those monies need to be looked at not necessarily for zero
funding, but for possible reduction. I think that the new program
such as Goals 2000 and other new reauthorizations should be given
serious consideration for partial or total rescission. It is important
not that sometimes programs start small, but grow and grow and
they never turn back.

I think the subcommittee should also give serious thought to an
across-the-board cut in the Department's salaries and expenses ac-

count. As part of the direct loan administrative account, Mr. Good-
ling's bill had a reduction in the fiscal year 1995 budget of $50 mil-
lion for the Direct Loan Program account. I will, at this point, turn
it over to Ms. Tucker.
[The prepared statement of William D. Hansen follows:]
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Statement by

William D. Hansen

on

Department of Education Budget and Rescissions

Mr. Chairman and Members of the Subcommittee:

Thank you for the opportunity to appear before you today to testify on the

Department of Education's budget and programs. My comments today reflect

my experiences during the Reagan and Bush Administrations as well as my

observations related to the direction that I believe federal education policy

should be headed.

As the Subcommittee weighs the heavy issues of setting program budgets

and rescissions, it is important to understand the broader context of the

Department's mission. The development of a coherent federal education policy

necessitates that budget and program priorities reflect a set of principles. During

the Bush Administration, Secretary Lamar Alexander identified such principles

in the form of a mission statement for the Department. The statement said that

the Department's mission is, "to ensure equal access to education and to promote
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education excellence throughout the Nation." I believe this mission statement

should continue to guide the Department.

It is with this mission statement in mind that I will address several areas

relevant to program rescissions today:

- the Federal Role in Education;

-- the Funding History of the Department;

~ the Size and Scope of the Depanment; and,

- Fiscal Years 1995 and 1996 Budget Policy Options.

Federal Role in Education

Mr. Chairman, the federal contribution to education today consists of only

five percent of the total elementary and secondary dollars spent nationwide. It

is in the context of this limited contribution that the appropriate federal role in

support of elementary and secondary education should be established. Five

percent of total elementary and secondary spending nationwide can and should

be directed toward ensuring equal access and promoting educational excellence.

Such limited fianding cannot and should not be represented as a substitute for the

local resources available and should not be provided to states in a manner that

undermines the proper administration of the 95 percent of resources provided at
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the state and local level.

My experience suggests that true local control of education priorities at

the elementary and secondary level promotes local support for education and

parental involvement. Local support will become increasingly important in the

coming years. Parental involvement, in my view, is an absolute necessity if the

problems in our schools are to be addressed. Unfortunately, many of the federal

initiatives of the past several years appear to run contrary to these principles.

Two former Secretaries of Education, Lamar Alexander and William

Bennett, recently called for the return of control of education to states, school

boards, and parents. In their report entitled, "Local Options," the Secretaries

suggest that literally dozens of federal programs should vanish and with those

resources being available for federal tax cuts or through an expanded version of

the Chapter 2 program to states and communities to do with as they judge best.

My experience in managing programs and persormel at the Department of

Education suggests that the benefits derived from dozens of the federal

elementary and secondary programs may be outweighed by the administrative

burdens associated with administering those programs. For example, a 1991

survey of Ohio school districts determined that each school district in the state

was required to complete 330 reports and forms, of which 157 were submissions
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to the state, and 1 73 were federally required. This study suggested that the

federal government was responsible for 55 percent of the paperwork burden

while federal ftinds accounted for only five percent of the resources available to

the school district.

Secretaries Alexander and Bennett recommended that the guiding

principles for federal education programs should be choice, deregulation,

innovation, accountability, and serious assessment. I believe that if the

Department of Education adopted these principles as a standard by which to

review existing programs, many of the programs would be found in need of

repeal or substantial revision.

Funding History of the Department of Education

The current appropriation for the Department totals nearly $33 billion

which funds 240 categorical programs. The Department's first budget year as a

cabinet agency was FY 1980. In 1980, the budget was just over $14 billion,

fiinding about 150 programs. The Department's budget has grown over 50

percent in real dollars since its creation. This expansion of programs has led to

obvious duplication and increased federal intrusion at the state and local levels.

Since 1980, more than $350 billion have been appropriated to carry out
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the Department's programs. Of course, much good has been accomplished with

these funds. Millions of disadvantaged youth have received Chapter 1 services,

disabled youngsters have been given opportunities they may not have known

thirty years ago, and millions of students have had a postsecondary education

made more affordable.

Notwithstanding the expenditure of these monies, public confidence in

America's education system appears to be close to an all time low. Parents and

the public generally question whether the federal mandates in programs in the

education area are producing the results they desire for their children. Given

that the concept of an aggressive, expansive federal leadership role has been

tested over the past decade, I believe it is time to give state and local

administrators, and even more importantly families, the leadership opporttmity.

We as taxpayers, and the Members of this Subcommittee, should ask

tough questions regarding each of the federal education programs under

consideration for rescissions. Are students performing as well today as their

parents did? Are we rewarding dependency and mediocrity? How can we

reward quality and excellence? How can parents be given more control and

responsibility over local education? Is the public getting its money's worth? I

believe that many of the current programs fail to positively address the standards



reflected in these questions.

The Congress should consider starting over with a clean slate in

determining which programs (new or old) and necessary appropriations will be

required to accomplish the Department's mission. Congressman Bill Goodling,

Chairman of the Economic and Educational Opportunities Committee, said

recently that he hopes that the "term 'reauthorization' be stricken from the

dictionary...We shouldn't assume programs are going to continue year after year,

but intensively examine them to make sure they are still needed and achieving

their purpose. Similarly, I would suggest adding sunsets to some programs,

laws and regulations." I wholeheartedly endorse Mr. Goodling's suggestions.

In my view, there has been next to little accountability for results for the

taxpayer in return for their $350 billion investment in the Department of

Education during the last 1 5 years. Evidence suggests that local governmental

control and responsibility is undermined by federal requirements, and paperwork

preoccupies state and local education authorities.

A much simpler delivery system to states and local agencies could be

implemented without federal dictates and with continued receipt of federal funds

simply contingent on the recipient showing evidence that learning is improving.

Likewise, a leaner Department could focus on assessing the results, data
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collection, and appropriate audit procedures.

Size and Scope of the Department

Between 1981 and 1992, there were numerous legislative and

administrative initiatives to help mold the mission of this new cabinet agency.

In the early 1980's a major consolidation of 42 elementary and secondary

programs took place which resulted in the creation of the Chapter 2 Block

Grant. During that same time period, the student loan collection activities were

privatized. Although not termed "reinventing government" the Department was

downsized from 7,500 employees in 1980 to an average of about 4,500

employees during the late 80's and early 90's. At the same time, the number of

programs authorized and funded by Congress grew from 132 to 240. Clearly,

more was done with less.

We are now told the Department of Education is once again reinventing

itself Given the high-level of parental and general fiaistration with education

quality, it is appropriate for this Subcommittee to provide the Department with

a clear indication of the direction this reinvention should take. Congress should

examine several areas of recent activities at the Department of Education and set

clear priorities for the Department. The fact that the Department already has
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over 5,100 employees and plans to hire 600 employees to manage the direct

student loan program is cause for concern about the Department's mission in a

time of government-wide streamlining and privatization. The direction that

Congress provides for the Department's programs and budget should play a key

role as the Department reinvents itself. Congress should examine the following

areas in setting priorities for the Department:

First, the Department has taken on a high handed regulatory effort with

States, school districts, and college campuses that should be reined in. One of

the best ways that Congress can curtail the Department's zeal to overregulate is

by abolishing or amending burdensome programs and using its oversight

authority as a means for providing a proper check and balance.

Second, the Congress, in particular the authorizing committees, should

deauthorize all unfunded programs. This initiative would also assist on the

deregulation front and prevent unnecessary budget battles.

Lastly, the Congress should cap or phase-out the Direct Student Loan

Program. This new program runs directly counter to the principles outlined in

the National Performance Review. Instead of streamlining the federal

bureaucracy, direct lending would grow the Department of Education as

President Clinton has exempted the Department from his Executive Order on
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join the federal workforce. Rather than support market driven solutions that

focus on customer service, direct lending would wipe out tailored state and

competing private-sector organizations that focus on serving the customer, in

favor of a Washington monolith.

Of particular concern to this Subcommittee should be the fact that the

1993 Student Loan Reform Act created an unprecedented $2.5 billion

administrative entitlement fiand for the implementation of the direct loan

program. Unlike nearly all other government administrative funds, those

associated with ED's direct government loan program are not subject to annual

appropriations and review. Yesterday, a bipartisan bill was introduced by

Chairman Goodling to cap the direct loan program which would also improve

congressional oversight of the billions of dollars that the Department will spend

to administer direct loans.

FY 1995 & FY 1996 Budget Policy Options

Since the establishment of the Department of Education under President

Carter, Presidents of both political parties have submitted budget requests to

zero-fund dozens of education programs because they have largely or completely
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achieved their original intended purpose, were duplicative of other programs, or

could be supported by other funding sources. For example, in President Bush's

final budget, he called for the elimination of 39 education programs that fell into

the categories just mentioned. President Clinton, both in his budget submission

and as part of the National Performance Review recom.mended that 34 programs

be eliminated - almost identical to a list that President Bush developed. Last

year, Congress did eliminate 1 2 of these programs. As a starting point for

finding :savings in the FY 1995 and FY 1996 budgets, this Subcommittee should

first look to the remaining programs in these previously submitted

recommendations.

Without full knowledge of the status of funds obligated and allocated

within the Department for each of the categorical programs, it would not be

prudent for me to make specific recommendations at this time on a

recommended rescission package. I will work diligently with the Subcommittee

to lay out possible scenarios for program reductions as the Department provides

the funding status of each program to this Subcommittee. These funding details

will: be important so that decisions can be made by the Congress with all the

information at hand.

Major formula programs should be analyzed as well for potential cost

88-460 95-21



savings, although not necessarily for elimination. However, new programs such

as the Goals 2000 and other new authorizations in which first year funds have

not been released should be given prime consideration for partial or total

rescission.

The Subcommittee should also give serious thought to an across-the-board

cut in the Department's Salaries and Expenses Accounts. One area within these

accounts that should be reduced are the two dozen federal advisory panels.

Similarly, on another administrative account, as I referenced earlier, Chairman

Goodling introduced legislation yesterday to cap the direct loan program at year

two school participants. Included in the Student Loan Evaluation and

Stabilization Act is a $50 million reduction in the FY 1995 budget authority for

the direct loan program administration account (a reduction from $345 to $295

million and additional reductions in future years). It should be noted that the

direct loan administrative account falls under the mandatory account and the

other administrative accounts fall under the discretionary account.

Mr. Chairman. 1 will be happy to respond to any questions you or

Subcommittee Members mav have.
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Mr. Porter. Thank you very much for your testimony. We real-

ize the time constraints and appreciate your providing it to us in

writing.

Ms. Tucker, we will have to stand in recess for a moment while
I go and vote. I expect that members of the subcommittee will be
back and we can resume in just a moment. The committee will

stand in recess briefly.

[Recess.]

Mr. BONILLA [presiding]. We will now resume the committee
hearing this morning. We thank Mr. Hansen for appearing today
and in light of time I think Members are going to be asked by the
chairman to submit their questions in writing and we appreciate
your being here with us.

At this time, we will proceed with GAO. Is Ms. Director Morra
here? We'll be pleased to hear from you at this time.

In light of the fact that Ms. Tucker has just returned, we will re-

sume with the order and hear from Allyson Tucker.
Ms. Tucker. I am happy to be here this morning also. We are

here today to discuss ways to cut the 1995 budget through rescis-

sions.

Despite rhetoric heard earlier, only a very small percentage of

the $31 billion the Federal Government spends on education actu-

ally makes it to the classroom. Bill has told us that it accounts for

5 percent of the total education spending in this country, but of

that 5 percent most goes to fund technical assistance, clearing-

houses, information and civic programs that educators in our
States and communities neither need or want.

I spend a good amount of my time working with educators in

these States and communities. When asked what the Federal Gov-
ernment and Congress could do to improve their schools, they
reply, and I quote: Leave us alone, get out of our way, give us flexi-

bility, but more importantly, let us keep our money, use it for pro-

grams we feel will help our schools.

Federal funding for education has tripled in constant dollars

from 1965 to the present. Student performance by contrast has de-

clined over the same period. Clearly, additional Federal spending
on education is not the answer. Yet the Clinton administration, in

its 1995 budget, sought $26.1 billion, a $1.7 billion increase in dis-

cretionary budget authority.

Similarly, the Clinton administration sought $5.6 billion, an in-

crease of $1.1 billion or 25.4 percent in the $4.5 billion spent in

1994 for mandatory programs. They sought a total increase in

budget authority from $28.8 billion to $31.7 billion, an increase of

$2.8 billion, or 9.9 percent. So we are talking about a department
that is growing about 10 percent a year, which is pretty large given
the financial constraints that every one else has talked about in

every other department for the past few years.

The appropriation for the Federal Department of Education has
more than doubled in the last 14 years from $14 billion to approxi-

mately $31 billion. From 1981 to 1992 the amount the U.S. Con-
gress appropriated for the Department of Education was actually

greater than the amounts that Presidents Reagan and Bush asked
for in their budget every year.
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Since Bill Clinton has taken office, the President's request for the
Department of Education has exceeded the appropriation. It is also

interesting to note the amount spent by the Department of Edu-
cation for postsecondary education, which includes programs like

student loans. Pell grants, research grants, was greater than the
amount spent on elementary and secondary education from 1981 to

1990. This was because the original role of the Federal Department
of Education was to ensure access to postsecondary education and
fund research programs.
The Clinton administration has reversed its historical breakdown

and now spends more on elementary and secondary than on post-

secondary education. This is unfortunate since a greater percentage
of Federal spending on postsecondary actually helps individual stu-

dents gain access compared to elementary and secondary programs
where it really goes to funding programs in education bureauc-
racies.

Also, a lot of the elementary and secondary education money
goes to mandates to State and local education agencies. Students
themselves are only a very small percentage of the amount the
Federal Government spends on elementary and secondary edu-
cation. Some of our sources have that at roughly less than 1 per-

cent of the money that actually goes into a classroom comes from
the Federal Gk)vemment.
The goal of the 104th Congress in both rescissions for the 1995

budget, as well as authorizations for future years, should be to

evaluate each department over 240 categorical programs—and this

is up from 140 programs in 1980—to determine whether these pro-

grams actually help improve education of our children.

We should also look to consolidate ineffective programs, elimi-

nate ineffective and outdated programs and stop funding programs
that benefit bureaucracies as opposed to individuals. To meet these
ends, I would make the following specific recommendations with
the caveat that I am an education policy expert. Bill has a much
better sense of the education budget as he worked on it for many
years.

I know a lot about what is happening in States and localities and
what they feel is important. As Bill stated earlier and Secretary
Riley stated, the Clinton administration has proposed cutting 34
categorical programs from the Department of Education. That is a
good place to start.

The 103d Congress cut only 12 of these programs. The 104th
Congress should start by rescinding funding for the remaining pro-

grams and there is a list in the written remarks and we have the
national review, which Bill has. There were also four major edu-
cation programs either created or reauthorized in 1993 and 1994,
huge programs.

All of these programs should be revisited. Secretary Riley talked

about the Goals 2000 Educate America Act. President Clinton him-
self proposed $700 million in 1995 for Goals 2000, an increase of

$595 million over the 1994 level. He also called for a billion dollars

a year to continue indefinitely beginning in fiscal year 1996 for this

program.
Congress appropriated $403.4 million, up $298 million from the

$105 million appropriated when the program was created in 1994.
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This is clearly a program that is meant to grow and expand, but
doesn't do much.
The Clinton administration claims that if you actually go to our

schools, that if you look at and follow the trail of the money to

where it has gone thus far, no local school actually sees it and
when they do see it, it is mostly in the form of mandates. I have
a list of activities that the program funds.

In reality, the majority of the funds go to three new education
bureaucracies, the National Education Goals Panel, the National
Education Standards and Improvement Council and the National
Skills Standards Board. Many of the activities listed in the legisla-

tion and which will take place underneath the new councils are
really new mandates put on States and localities that the States
don't want.

It will be an ineffective program, much larger, more bureaucratic
unless it is downsized and eventually eliminated through the ap-
propriations process. It is one of those things where it sounds good
on paper, but when you look at what it is doing, when the States
apply for Federal money, they are not sure it is going to help them
and they don't want to open Pandora's box. We can go into that
more in detail.

The second large program that occurred this year was reauthor-
ization of the Elementary and Secondary Schools Act. There are
many areas in this act which the funding can be cut and rescinded.
President Clinton requested $102.8 billion in his 1995 budget and
Congress appropriated $9.94 billion, a $475 million increase from
1994. Much of this money should also be cut.

Specifically, there is an Eisenhower Professional Development
Program, which has expanded from $251 million in 1994 to $320.3
million in 1995, an increase of $69.3 million. That is an if place to

start. I have a list in the written statement of other programs that
can be cut under the Elementary and Secondary Schools Act, most-
ly bureaucratic programs.
As Bill mentioned earlier, the Federal Direct Student Loan Pro-

gram, that is another very large program. This act has done noth-
ing to reduce the complexity of administering student loans, elimi-

nate unnecessary costs, and provide better service for students and
schools. I am quoting exactly what they said it was going to do.

Despite this rhetoric, the Department of Education hired 600
new employees to administer the Direct Loan Program and antici-

pates hiring 20,000 contract employees when the phasing of the
program is completed. Congress should cap this program, which
has gone in one year from being an experimental program when it

was passed to a transitional program and all new funding for those
programs should be rescinded.

This is another reality versus rhetoric. The rhetoric was that it

was going to save $4.3 billion. The reality is that it is already cost-

ing us a lot of money, isn't going to save anything by the time it

is put in place. If you take into consideration the default rates, it

will go up, as they traditionally do, and all everything else con-
cerned, it will be a very expensive program and I don't think that
is something that this Congress wants to get into and expand. So
that would be a good place to start.
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Finally, there is the National Service Trust Act of 1993. The Na-
tional Service was started, again to give students a chance to work
their way through college. In reality that is not what happened. It

created a new bureaucracy, the Corporation for National and Com-
munity Service, and a new entitlement for middle-class students.

In 1995 Congress appropriated $575 million for National Service

activities and these were included in eight different categorical pro-

grams, an increase from the $205 million Dollars in the 1994 ap-

propriation. These numbers don't include the $791.8 million appro-
priated in 1995 for the five programs operating under the Corpora-
tion for National and Community Services also created in that leg-

islation. This amount is an increase of $216 million from the $575
million appropriated in 1994.

The National Service Program should be eliminated through re-

scission or merged into work-study and Pell grant programs and
means tested. If this is something that you all decide to leave,

there is no reason why it should go to middle-class students to

work. Why can't they go to work-study for kids that really need the

money.
Mr. Porter. [Presiding.]. I am sorry to interrupt. We will recess

and vote and come back. With your indulgence we will do that and
resume as soon as we can get back.

[Recess.]

Mr. Porter. The subcommittee will come to order.

Ms. Tucker. I only have one more distinct recommendation and
a couple of broad general guidelines. The final thing I think should

be looked into in the rescission, there are currently seven programs
totaling $229 million to specific institutions. They are institutional

aid and not necessary.
Congress increased the authorization for these institutions by

$16.7 million in 1995. These programs should be eliminated and
there is a list of them in the testimony. Similarly, this is kind of

politically unpopular, but Congress currently appropriates $193
million to Howard University for Howard's Endowment and Re-
search Program. No other private university in this country gets

close to this level of support. The appropriation for Howard should

be rescinded and eliminated and Howard should rely on private

sector support like all other major private facilities.

It is impossible given the time constraints, to go into all of the

other programs that should be merged, eliminated or rescinded.

However, the 104th Congress should consider merging the many
programs into one grant, one loan and one work-study program.
There are pages and pages of different programs that do different

things and there is no reason why they couldn't all be merged to

cut down bureaucracy and put together, and some of these pro-

grams could be eliminated.
It should reevaluate many of the programs falling under the cat-

egory of educational research and improvement. Many of these pro-

grams do little to help educate children and are just extra added
fluff to people who don't need the fluff and don't do much to help

education. We should also look to privatize the Student Loan Col-

lection Program as Bill mentioned, revisit, eliminate and consoli-

date many of the Chapter II block programs, and review and cut

many of the categorical programs.
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The Appropriations Committees will ultimately make many of

the decisions regarding which programs to eliminate. This sub-

committee has the power to actually improve American education

by eliminating many of the programs containing the mandates and

reg^Sns that have strangled innovation for the past 15 years.

Thank you, Mr. Chairman.
[The prepared statement of Allyson Tucker follows:]
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We are here today to determine ways to cut the 1995 education budget. Let me say at

the outset that, despite rhetoric to the contrary, only a very small percentage of the over $3

1

billion the federal government spends on education ever actually makes it into America's

classrooms. Most of the Department of Education's budget and programs go to fund technical

assistance, clearinghouses, information, and specific programs that educators in our states and

communities neither need or want. I spend a good amount ofmy time working with educators in

these states and communities. When asked what the federal government and the U.S. Congress

can do to improve their schools, they overwhelmingly reply, "Leave us alone", "Get out of our

way", "Give us the flexibility to experiment", or, most importantly, "Let us keep our money in

the state and use it for the programs that we feel will help our schools."

Federal funding for education has tripled in constant dollars from 1965 to the present.

Student performance, by contrast, has declined over the same period. Clearly, additional federal

spending on education is not the answer. Yet, the Clinton administration, in its 1995 Budget,

sought $26.1 billion, a $1.7 billion increase, in discretionary budget authority. Similarly, the

Clinton administration sought $5.6 billion, an increase of $1.1 billion or 25.4 percent, in the $4.5

billion spent in 1994 for mandatory programs. They sought a total increase in budget authority

from $28.8 billion to $31.7 billion, an increase of $2.8 billion or 9.9 percent.

The appropriation for the federal Department of Education has more than doubled in the

last fourteen years from $14,170,750 to $31,322,064. From 1981-1992, the amount the U. S.

Congress appropriated for the Department of Education was actually greater than the amounts

2
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that Presidents Reagan and Bush requested in their budgets every single year. Since Bill Clinton

has taken office, the President's request for the Department of Education has exceeded the

appropriation. It is also interesting to note that the amount spent by the Department of Education

for post-secondary education (programs that include student loans. Pell Grants, research grants,

etc.) was greater than the amount spent on elementary and secondary education from 1981-1990.

This was because the original role of the federal government in education was to ensure access to

post-secondary education and fund research programs. The Clinton administration has reversed

this historical breakdown and now spends more on elementary and secondary education than on

post-secondary education. This is unfortunate since a greater percentage of federal spending on

post-secondary education actually helps individual students gain access to education. By

contrast, most of the federal money spent on elementary and secondary education goes to fimd

the education bureaucracies and comes with mandates to the state and local education agencies.

Students themselves benefit from only a very small percentage of the amount the federal

government spends on elementary and secondary education.

The goal of the 104th Congress in both recissions for the 1995 budget as well as

authorizations for fiiture years must be to evaluate each and every one of the Department of

Education's over 240 categorical programs (up from 140 programs in 1980), determine whether

these programs actually help improve the education of our children, consolidate effective

programs, eliminate ineffective programs, and stop funding programs that benefit bureaucracies,

as opposed to individuals. To meet these ends, I would make the following specific

recommendations:
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1. The Clinton administration proposed cutting 34 categorical programs from the Department of

Education. The 103rd Congress cut only 13 of the programs. The 104th Congress should start

by rescinding funding for the remaining programs including: The EUender Fellowships (Close-

Up Foundation); Education for Native Hawaiians; Foreign Language Assistance; Consumer and

Homemaking Education; State Student Incentive Grants; The Dwight D. Eisenhower Leadership

Program; Cooperative Education; Assistance to Guam; College Housing and Academic Facilities

Loan Program; Public Library Construction; Library Literacy Programs; Library Education and

Training; Library Research and Demonstrations; Foreign Periodicals Program; Impact Aid 3(b)

Payments; Educational Partnerships Program; Immigrant Education; Dropout Prevention

Demonstrations; Vocational Education Community Based Organizations; and Civics Education.

2. There were four major education programs either created or reauthorized in 1993 and 1994.

All of these programs, including Goals 2000: Educate America Act, reauthorization of federal

elementary and secondary programs in the Improving America's Schools Act, the Fgdgra l Direct

Student Loan program, and the National Scrvicg Tmst Act of 1993 should be revisited.

a. Goal? 2000; Educate America Act

President Clinton proposed $700 million in 1995 for Goals 2000, an increase of $595

million over the 1994 level. He called for $1 billion a year, to continue indefmitely, beginning in

fiscal year 1996. Congress appropriated $403.4 million, up 298.4% from the $105 million

appropriated in 1994. The Clinton administration claims that states must distribute 85 percent of

their Goals 2000 grants to local educational agencies which must then use the money to "create

and implement content, performance, and opportunity-to-leam standards in academic areas,

improve professional development and licensure, and improve curricula and teaching practices in

4
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individual schools." Goals 2000 funds go to three new educational bureaucracies: the National

Education Goals Panel; the National Education Standards and Improvement Council (NESIC);

and a National Skills Standards Board. None of these activities will, despite rhetoric to the

contrary, improve local schools. Many of these activities are merely new mandates put on the

states and localities. This ineffective program will become much larger, more bureaucratic and

more expensive unless it is downsized and eventually eliminated through the appropriations

process.

b. Reauthorization of the Elgpientary qnd Secondary Schools Act.

There are many areas in which funding can be cut and rescinded in this expansive

program. President Clinton requested $10,281 billion in his 1995 budget and Congress

appropriated $9.94 billion, a $475 million increase from 1994. Much of this money goes to fiind

bureaucracies and should be cut, including: The Eisenhower Professional Development Program

which was expanded from $251 million in 1994 to $320.3 million in 1995, an increase of $69.3

million; Arts in Education; Eisenhower Professional Development Federal Activities; Women's

Educational Equity' Fund for Improvement of Education; Indian Elementary and Secondary

Education; and the Ready to Learn Act, among others. Congress should also alter the expansive

Title I program, perhaps giving the money directly to poor parents in the form of educational

vouchers that they can then use at the school of their choice.

c. The Federal Direct Student Loan Program.

This act has done nothing to "reduce the complexity of admmistering student loans,

eliminate unnecessary costs, and provide better service to students and schools." Despite

rhetoric to the contrary, the Department of Education has hired 600 new employees to administer

5
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the direct loan programs and anticipates hiring 20,000 contract employees when the phase-in of

the program is completed. Congress should cap this program, which has gone from being an

"experimental" program when passed to a "transitional" program. All new ftinding for this

program should be rescinded.

d. The National Service Trust Act of 1993 created a new bureaucracy, the Corporation

for National and Community Service, and a new entitlement for middle-class students. In 1995,

Congress appropriated $575 million for National Service activities, included in 8 programs. This

is an increase of $205 million from the 1994 appropriation. These numbers do not include the

$791.8 million appropriated in 1995 for the 5 programs operating under the Corporation for

National and Community Service. This amount is an increase of $216.4 million from the $575.4

million appropriated in 1994. These ftinds should either be eliminated through rescission or

merged into work study and Pell Grant programs and means-tested.

3. Eliminate Institutional Aid.

There are currently 7 programs, totaling $229.7 million, that aid specific institutions.

Congress increased the authorization for these institutions by $16.7 million in 1995. These

programs should be eliminated. Similarly, Congress currently appropriates $193 million to

Howard University for Howard's endowment and research programs. No other university in this

country receives close to this level of federal support. The appropriations for Howard should be

rescinded and eliminated and Howard should rely on private sector support like all other major

private universities.
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It is impossible, given the time constraints, to go into all of the other programs that

should be merged, eliminated or rescinded. However, the 104th Congress should consider

merging the many higher education grant and campus based programs into one grant, one loan

and one work study program. It should reevaluate many of the programs falling under the

category of "Educational Research and Improvement" since many of these programs do little to

help educate children. It should privatize the student loan collection program, revisit, eliminate,

and consolidate many Chapter 2 block grant programs, and review and cut many of the

categorical programs. The appropriations committees will ultimately make many of the

decisions regarding which programs to eliminate. This sub-committee has the power to actually

improve American public education by eliminating many of the programs containing the

mandates and regulations that have strangled innovation for the past 1 5 years.



653

Mr. Porter. Mr. Hansen and Ms. Tucker, I apologize to both of
you. There were no votes planned for today, and, unfortunately,
they interrupted your testimony. We appreciate both of you being
here and testifying and we will take your testimony into account
and get a chance to read it. Unfortunately, I didn't get a chance
to hear much of it, but thank you for being here and for your testi-

mony.
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Wednesday, January 18, 1995.

GENERAL ACCOUNTING OFFICE

WITNESSES
LINDA G. MORRA, DIRECTOR, EDUCATION AND EMPLOYMENT ISSUES,
HEALTH EDUCATION, AND HUMAN SERVICES DIVISION

SIGURD NILSEN, ASSISTANT DIRECTOR, HEALTH, EDUCATION, AND
HUMAN SERVICES DIVISION

JOSEPH J. EGLIN, CPA, ASSISTANT DIRECTOR

Mr. Porter. Next, we will hear from the GAG, Linda Morra, the
Director of Education and Employment Issues.

Thank you for being with us again. I apologize for the problems
we have had with votes this morning.
Ms. MORRA. Thank you, Mr. Chairman. In the interest of time,

I will summarize my written statement for you. We are pleased to

be here today to present information on the U.S. Department of

Education that will assist you as the subcommittee considers pro-

posed budget reductions and rescissions.

Yours is a difficult task. Reducing the level of Federal funding
for elementary, secondary and postsecondary education programs
potentially affects a large number of disadvantaged children and
young adults who need additional educational assistance. Cuts now
may cause greater problems later as those without high skills face

a potential future of lower incomes or even joblessness.
Additionally, steadily rising costs of higher education mean that

young adults rely more and more on Federal grants and loans to

finance college expenses. Nevertheless, given the need for budget
austerity, we have identified a number of programs where reduc-
tion could be considered.

In brief, budgetary savings could be obtained by, one, reexamin-
ing the programs previously proposed for elimination by the De-
partment of Education; two, reducing student loan subsidies as
well as Pell awards and consolidating smaller postsecondary aid
programs; and, three, consolidating department employment train-

ing-related programs with other emplo3rment training-programs.
We also present a means to reduce the negative impact of any

formula grant funding reduction that might be made. In its fiscal

year 1995 budget proposal. Education sought elimination of 33 pro-

grams that were appropriated $639 million in fiscal year 1994.
Education sought their termination based on its conclusion that

these programs were duplicative, their purposes were already
achieved or because they believed they would be more appro-
priately funded through non-Federal sources. The Congress, among
other actions, terminated funding for 10 of these programs.
While we have before no specific work to substantiate or refute

Education's claims about most of these programs, we believe that
22 of the remaining 23 programs should be reconsidered by the
Congress for termination. We note that in general we have found
small specifically targeted programs costly to implement and over-

see and problematic to evaluate.
On the other hand, our work does support maintaining funding

for one of the 23 programs, Education's Immigrant Education Pro-
gram. We have found that immigrant students can pose significant
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educational challenge for schools, especially those in districts with
high numbers of such students.
The Federal Family Education Loan and Federal Direct Student

loan Programs were appropriated $10.7 billion in fiscal year 1995.
Options we developed for your consideration include eliminating or
cutting the in-school interest subsidy for students limiting in-school
benefits to the most needy students who are also eligible for Pell

grants and eliminating administrative cost payments to guarantee
agencies.
For the $6.2 billion Pell Grant Program options we developed in-

clude reducing the maximum annual Pell grant to each student by
$100 and eliminating grants to part-time students. We caution that
these options may have an adverse impact on some students' access
to postsecondary education.
Although the Student Loan and Pell Grant Programs provide the

majority of Federal financial aid to students for postsecondary edu-
cation, another 22 smaller targeted programs exist which were col-

lectively funded at $1.1 billion for fiscal year 1995. These programs
could be considered candidates for consolidation, which could re-

duce total administrative cost. Such consolidation could be with
other larger programs or it could be among themselves.
For example, programs directed to attracting minority and dis-

advantaged students could be consolidated into one program. An-
other more radical option would be to consolidate all the various
federal programs providing assistance to postsecondary students
into the Student Loan and Pell Grant Programs.
Additional budgetary savings are possible in education, employ-

ment, and training-related programs. Education administers 61 of
the 163 federally funded employment training-related programs.
These 61 programs were appropriated $9 billion for fiscal year
1995.
We have recently testified before the Senate Labor and Human

Resources Committee on the current fragmented system of Federal
employment training assistance. While many of the programs have
admirable goals, we believe that collectively they add unnecessary
administrative costs and confuse and frustrate clients, employers
and administrators.

Additionally, the effectiveness of many of these programs is un-
known. We have called for a major overhaul and consolidation of
programs to create a more efficient and effective employment train-

ing system.
Finally, if Congress makes reductions in education formula grant

programs, the Congress may wish to consider ways to allocate re-

duced funding levels with the least negative impact on those areas
with the greatest need. One way to accomplish this would be to

apply an absorption factor. For instance, in allocating reductions,

rather than counting all poor children in the area, the count could
include only that number that exceeded a poverty rate of 2 percent.

In closing, I again note the difficult challenge before the sub-
committee. Even relatively small amounts of Federal dollars are
important to school districts and to needy students trying to fi-

nance postsecondary education. As the subcommittee meets the
challenge of these land of budget constraints, we are committed to

helping you in any way we can.
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Mr. Nilsen, Mr. Eglin and myself are ready to answer any ques-

tions you might have.

[The prepared statement of Linda G. Morra follows:]
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Mr. Chairman and Members of the Subcommittee

We are pleased to be here today to present information on the
U.S. Department of Education that we believe will assist you as
this Subcommittee considers proposed budget reductions and
rescissions.

To put Education's fiscal year 1995 funding and program numbers
in perspective, the Department administers about 240 programs with
a budget totaling $33.7 billion--$25 . 1 billion in discretionary
funds and $8.6 billion in mamdatory funds. This represents an
increase of $6.7 billion over the previous year's appropriations.

Over the years, our office has reviewed many of Education's
programs, and we believe this work permits us to identify areas
where this Subcommittee may look for budgetary savings. Although
we generally do not highlight potential specific budgetary savings
nor provide an exhaustive list of areas for budgetary review, we
believe that the programs we identify provide the Subcommittee with
the type of information that can facilitate the important but very
difficult task at hand.

In today's testimony, I will discuss (1) the need to reexamine
the programs previously suggested by Education for elimination
because they duplicate other progrsuns, their purposes are already
achieved, or they are more appropriately funded through nonfederal
resources; (2) potential funding reduction opportunities for
congressional consideration in higher education programs;
(3) Department programs related to employment training that overlap
with each other and other programs outside the Department; and (4)

a means to reduce the negative impact of any Title I or other
formula grant funding reductions.

BASESS&SKS

In the United States, elementary and secondary education was an
estimated $295.2 billion cooperative enterprise of local, state,
and federal governments in school year 1993-94. Federal
departments and agencies contributed $16.8 billion to this
enterprise, accounting for 5.7 percent of the total expenditures.
While the federal government's contribution for elementary and
secondary education is relatively small, the Department of
Education has a strong role to play in working with states and
localities to improve the nation's education system as a whole and
in ensuring that all children will benefit from these improvements.
The federal government also played a major role in supporting
higher education institutions by contributing $24.6 billion (or

12.4 percent) of the $198.1 billion expended on postsecondary
education programs and activities in school year 1993-94.

In its fiscal year 1995 budget proposal. Education sought
elimination of 33 programs that were appropriated $639 million in

fiscal year 1994. In its fiscal year 1995 appropriations, the
Congress decided to save about $81 million by not funding 13



Education p: -rams; 10 were on the list of programs that Education
sought to el- inate.

POTgMTIAI. CAMDIDXTga FOR
PROQRAM TMUtlMXTIOH

Twenty-one of the 23 programs proposed for termination by
Education that were not eliminated by the Congress should be
reconsidered for termination. Education sought to eliminate these
programs because they were duplicative, their purposes were already
achieved, or they would be more appropriately funded through
nonfederal resources. According to Education, termination of these
programs would be consistent with the recommendations of the
National Performance Review. Our office has performed no work to
substantiate or refute Education's claims about these programs.

These programs include the Perkins Capital Contributions
program, the State Student Incentive Grants program, the Consumer
and Homemaker Education program, the Dropout Prevention
Demonstrations program, and several library prograuns. For fiscal
year 1995, these 21 programs were appropriated $418 million. (See
app. I.) The vast majority of these funds have not yet been
obligated.

In addition to these 21 programs, 2 other programs--the Impact
Aid 3(b) program (funded at $123.1 million in fiscal year 1994) and
the Immigrant Education program (funded at $39 million in fiscal
year 1994) --were also included in Education's list of proposed
programs to terminate. These 2 programs warrant additional
comment

.

In our view, that portion of the current Impact Aid 3(b) basic
support payments that are provided to help finance the education of
children who live on or whose parents work on federal property
(known as "b students" before the 1994 reauthorization of the
Elementary and Secondary Education Act) should be reviewed. The
Department has advocated termination of support for b students in
the past to remedy program equity problems. Education is currently
unable to provide us with an estimate of how much of its fiscal
year 1995 funding for the basic support programs--$631.7 million--
goes to former b students.

On the other hand, our work supports maintaining sufficient
funding for Education's Immigrant Education program. In this
regard, we noted that fiscal year 1995 funding for this program
increased to $50 million from nearly $39 million last year. In
work done before the latest reauthorization of this programi, we
found that immigrant students can pose significant educational
challenges, especially in districts with high numbers of such
students. Increasingly, our nation's ability to meet its
educational goals depends on its ability to educate these children.
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DIggICTTI.T CHOICaa. BOT TONDINO RgPCCTIOM
OPPORTONITIgg MXY BXIST IN HIOHgR gPnCATIOM

Possible funding reduction opportunities may exist in higher
education programs. For fiscal year 1995, about 50 percent of
Education's appropriations support students attending postsecondary
education institutions. The largest programs provide federally
insured loans and Pell gramts for students, but a number of smaller
programs exist.

In researching Education's higher education programs, we
identified a series of funding reduction options that the Congress
may want to consider. Some of these items are new, others have
been discussed before but were not acted upon because of their
potential adverse effect on students. However, now may be a more
opportune time to consider some of these options.

The Federal Family Education
L<?an and Pirsct Stud^nc Loan Prgqrams

The Federal Family Education Loan (FFEL) and Federal Direct
Student Loan (FDSL) programs compose the largest source of federal
aid to postsecondary students. For fiscal year 1995, $10.7 billion
was appropriated for these two programs. Through the FFEL program,
private lenders make, service, cind collect loans, and loans are
guaranteed against default by state-designated agencies, with final
insurance for borrower nonpayment being the government '

s

responsibility. Direct loans, through the new FDSL program started
in July 1994, are made by schools on behalf of the government.

We have identified several options that could achieve cost
reductions over the next 5 years. However, they may have some
adverse impact on students' access to postsecondary education--a
principal objective of the Higher Education Act of 1965, as
amended

.

Options we developed for consideration in reducing FFEL and
FDSL include eliminating or cutting the in-school interest subsidy
for students, limiting in-school interest benefits to the most
needy students who are also eligible for Pell grants, and
eliminating administrative cost payments to guaranty agencies. It

should be clear, however, that limiting or eliminating the interest
subsidy for students could increase their out-of-pocket costs of
education. (See app. II.)

The Federal Pell Grant Program

The Pell grant program was appropriated $6.2 billion in fiscal
year 1995. Pell grants, the largest federal grant-in-aid program
for postsecondary education students, are awarded to eligible
students based on their financial need. In our September 28, 1994
letter to the Subcommittee's former Acting Chairman, we (1)

3
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identified patterns in Education's funding of Pell grants and (2)
estimated the incremental budgetary cost of various features of the
Pell grant program.

Based on this work, we developed options to reduce the impact
on the budget of the Pell grant program, although we caution again
that these options may have some adverse impact on students ' access
to postsecondary education. These options include reducing the
maximum annual Pell grant to each student by $100 and eliminating
grants to part-time students. (See app. III.)

Funding Programs That Could Be Consolidated

Although the student loan and Pell grant programs provide the
majority of federal financial aid to students for postsecondary
education, another 22 smaller programs are targeted to specific
segments of the school population. These programs were
collectively funded at $1.1 billion for fiscal year 1995. In turn,
the programs fund remedial and support services for prospective
students from disadvantaged families, programs to enhance the labor
pool in designated specialties, grants to students for volunteer
activities, and grants to women and minorities underrepresented in
graduate education. (See app. IV.)

In general, the small, specifically targeted programs are
costly to implement and oversee, and evaluating their effectiveness
is difficult. We categorized these programs into four groups to
illustrate their number and similarities. Nine programs provide
assistance for minority and disadvantaged students, 9 programs help
attract students to specific professions, 2 programs are related to
community service activities, and 2 programs are related to the
quality of postsecondary education.

These programs, as well as several others, may be considered
candidates for consolidation. Consolidation could reduce total
administrative costs. Such consolidation could be with other
larger programs or among themselves. For example, programs
directed to attracting minority and disadvantaged students could be
consolidated into one program. Or a certain amount of funds could
be provided to states through a single grant, in lieu of several
smaller grants, to cover some or all of the purposes of several
small gramt programs.

Another more radical option would be to consolidate all of the
various federal programs providing assistance to postsecondary
education students into the student loan and Pell grant programs.
In this manner, program administrative costs could be reduced and
Education could better focus its management resources on
implementing and overseeing these programs.
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SIMIIAR ZMPLOYMEMT
TRAININQ PRCX3RAM3 EXIST

Additional budgetary savings are possible in Education's
employment training programs. Education administers 61 of the 163
federally funded employment-training-related programs. These 61
programs were appropriated $9 billion for fiscal year 1995.

These programs frequently target the same clients, share the
same goals, and provide similar services, but maintain separate
administrative bureaucracies at headquarters and regional
locations. For example, the Vocational Education Basic Grant
program is one of nine federal programs administered by the
Departments of Education, Labor, Health and Human Services,
Agriculture, and Housing and Urban Development that target services
to the economically disadvantaged. An AFDC recipient may receive
support services for child care from the Department of Health and
Human Services' JOBS program, while receiving vocational training
from Labor's JTPA program or Education's Vocational Education Basic
Grant program.

Potential overlap also exists among Education's own programs.
For example. Adult Education State Administered Basic Grant program
($252 million) and Even Start-State Educational Agencies ($99
million) are both Education programs that focus on literacy.

RgPUCINQ NgQATIVg IMPACT OF
FORMUIA QRANT yPITOINQ MCDUCTIOWa

To the extent that reductions in Education formula grant
programs--such as the Title I compensatory education program--are
necessary, the Congress could consider ways to allocate reduced
funding levels with the least negative impact on areas with the
greatest need. Such an approach could be used to allocate Title I

basic grant funds. For fiscal year 1995, the Title I basic grants
program appropriation was $6.0 billion. Title I grants to local
education agencies represent the largest federal elementary and
secondary education program.

One way to accomplish the goal of reducing funding with the
least negative impact on areas with the greatest need would be to
apply an absorption factor. For instance, rather than counting all
poor children in the area; the count could include only that number
that exceeded a poverty rate of 2 percent. A 2-percent absorption
factor was proposed by the Reagan administration and considered by
the Congress during program reauthorization in the 1980s.

While all school districts receiving Title I funds would be
affected by lower progreim appropriations levels, the high-poverty
areas with the greatest concentrations of disadvantaged children
would be affected the least. Education could analyze existing data
to determine the impact that an absorption factor would have on
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individual school districts if it was used in the Title I grant
allocation process.

CONCLUSIOM

Reducing the level of funding for elementary and secondary-
education programs is difficult because the number of disadvantaged
children needing additional educational assistance continues to
grow. Ignoring these demands now may cause greater problems later
as needy children face a potential future of joblessness and lower
incomes. In addition, annual increases in higher education costs
mean that individuals continue to rely more and more on federal
grants and loans to finance college expenses. Addressing these
types of demands during a time of budget austerity is a difficult
task that challenges lawmakers and school officials to make ev^-ry
dollar count. Nevertheless, we have identified a number of
programs where a reduction could be considered.

As the Subcommittee continues to seek areas for savings, we are
committed to assisting you in any way we can.

Mr. Chairman, this concludes my testimony. I will be happy to
answer any questions that you or members of the Subcommittee might
have.

1
Contributors to the preparation of this testimony were Susie
Anschell, Joseph J. Eglin, Charles M. Novak, Benjamin P.

Pfeiffer, Ellen K. Schwartz, and Fred E. Yohey, Jr.
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APPENDIX I

PROGRAMS PROPOSED FOR BUT NOT ELIMTNATKD
FROM THE FISCAL YEAR 1995 DFPARTMENT OF EDUCATION

APPENDIX I

Program
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APPENDIX II APPENDIX i:

QPTIONS FOR REDUCING FUNDING FOR STUDENT LOANS

Eliminate interest benefits for subsidized Stafford loans
and require students to accrue interest while in school.

Cut interest benefits for subsidized Stafford loans in
half and require students to accrue the other half.

Limit Stafford interest benefits to students eligible for
Pell grants

.

Reduce in-school and grace period interest rate paid by
the federal government to lenders on borrowers' behalf
from 2.5 percent to 1.5 percent over the T-bill interest
rate.

Set FEEL interest subsidy rates through competitive bid
rather than through federal legislation.

Eliminate private for-profit institutions from eligibility
for FFEL and FDSL.

Require full implementation of FDSL by academic year 1995-
96.

Eliminate federal payment to guaranty agencies for
administrative costs.
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APPENDIX III APPENDIX III

OPTIONS FOR REDUCING FUNDING FOR PELL GRANT.q

Reduce the meucimvmi grant amount by $100,

Eliminate grants to students in their first year of
postsecondary study.

Eliminate grants to students in their fifth or later year
of undergraduate study.

Eliminate grants to proprietary school students.

Eliminate grants to part-time students.

Eliminate grants to less-than-half-time students,

Eliminate grants to students without a high school diploma,
general education development certificate, or equivalent.

Include the value of the family residence in computing the
expected family contribution.

Eliminate grants to students at schools with locin default
rates of 25 percent or more for the 3 most recent years.

Eliminate aid administrators' authority to use professional
judgment in computing the amount of a student's aid.
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APPENDIX IV APPENDIX IV

PROGRAMS THAT ARE CANDTDATF.?! FOR CONSOLTnATTOM

Program
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APPENDIX IV APPENDIX IV

Bethune-Cookman
College



APPENDIX IV APPENDIX IV

School, College
and University
Partnerships
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RELATED GAP PRODUCTS

Management Reform: Implementation of the National Performanrg
Review's Recommendations (GAO/OCG-95-1, Dec. 5, 1994).

Early Childhood Programs: Multiple Programs and Qverlappina Tarn^r
Groups (GAO/HEHS-95-4FS, Oct. 31, 1994).

Education Finance: Extent of Federal Funding in State Education
Agencies (GAO/HEHS-95-3 , Oct. 14, 1994).

Pell Grant Costs (GAO/HEHS-94-215R, Sept. 28, 1994).

Financial Audit: Federal Family Education Loan Program's Financial
Statements for Fiscal Years 1993 and 1992 (GAO/AIMD-04-131,
June 30, 1994)^

Early Childhood Programs: Many Poor Children and Strained Resources
Chailsnge Hgad Start (gao/hehs-94-169br, May 17, 1994).

Immigrant Education: Federal Funding Has Not Kept Pace With Student
Increases (GAO/T-HEHS-94-146, Apr. 14, 1994).

School-Aged Children: Poverty and Diversity Challenge Schools
Nationwide (GAO/T-HEHS-94-125, Mar. 16, 1994).

Limited English ProficiencY; h QcQwinq and Costly Educatignal
Challsnqg Faciag Many School Pistcicts (GAO/hehs-94-38, Jan. 28,
1994) .

Student Loans: Millions Loaned Inappropriately to U.S. Nationals at
Foreign Medical Schools (GAO/HEHS-94-28, Jan. 21, 1994).

Student Financial Aid Programs; Pell Gcant Program Abuse (GAO/t-
OSI-94-8, Oct. 27, 1993)

.

Department o£ Education; Long-Standing Management Problems Hamper
Reforms (GAO/HRD-93-47, May 28, 1993).

Compensatorv Education: Additional Funds Help More Private School
Students Receive Chapter 1 Services (GAO/HRD-93-65, Feb. 26, 1993).

Guaranteed Student Loans (GAO/HR-93-2 , Dec. 1992).

Remedial Education: Modifying Chapter 1 Formula Would Target More
Funds to Those Most in Need (GAO/HRD-92-16, July 28, 1992).

(104808)

13
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Mr. Porter. We very much appreciate your testimony today and

your expediting your oral testimony. We will read your written tes-

timony and in the interest of time will submit any questions for the

record. Thank you all for being here. The subcommittee will stand

in recess until 2:00 p.m. this afternoon.
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Wednesday, January 18, 1995.

DEPARTMENT OF LABOR DOWNSIZING

WITNESS

HON. ROBERT B. REICH, SECRETARY OF LABOR

Mr. Porter. Mr. Secretary, we are delighted that you are here.

This is the third in our meetings with the Cabinet Secretaries

that deal with the departments that we fund. We are very anxious
to know what suggestions you have for us today regarding your De-
partment and the programs that it administers, and we are happy
to see you.
Mr. Obey, do you have anything you would like to say?

CPI CALCULATIONS

Mr. Obey. Thank you, Mr. Chairman.
Mr. Secretary, I am supposed to be at another meeting so I will

have to leave shortly. Let me welcome you and make one observa-
tion.

I saw in The Wall Street Journal yesterday a story describing the
remarks that Speaker Gingrich made about the Bureau of Labor
statistics and—indicating if they couldn't change the way they are
calculating the CPI in short order they ought to be zero funded. I

remember with some irony hearings we had after you made some
comments about BLS information, and I remember the great to-do

that was made on both sides of the aisle about what might be de-

scribed by some as a political statement involving the BLS on your
part, and I remember what great lengths people went to assure
that that wouldn't happen.

I would certainly hope that, despite the suggested threats by the
Speaker, that the BLS be kept out of politics and insulated from
politics from both sides of the aisle to the most possible degree. The
day when we cannot trust the BLS to objectively evaluate what
economic measurements in this economy ought to be, that is the
day when no public citizen will trust the policy prescription of

Democrats or Republicans alike.

I personally found the Speaker's comments to be a perfect exam-
ple of what Archie the cockroach meant when he said, "did you
ever notice when a politician gets an idea he gets it all wrong?"

INTRODUCTION OF STAFF

Mr. Porter. Mr. Secretary.
Secretary Reich. Mr. Chairman and Members of the committee,

for the sake of preserving time let me submit my prepared state-

ment for the record.

I also want to introduce to you, several of the people who are sit-

ting behind me: Joe Dear, Assistant Secretary for Occupational
Safety and Health; Carolyn Golding, the Deputy Assistant Sec-

retary for Employment and Training Administration; Bill Barron,
the Deputy Commissioner of the Bureau of Labor Statistics; Darla
Letoumeau, the Deputy Assistant Secretary for Congressional and
Intergovernmental Affairs; and Jim McMullen, who is our Budget
Director.
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On hard questions—indeed, on not-so-hard questions—they will

be helping me answer your questions. And all of us intend to pro-

vide you—as does the entire Department—with all the help and co-

operation it possibly can on all these issues.

PROBLEMS OF AMERICAN WORKERS

Let me review with you the problem as I see it, the problem fac-

ing American workers and how the Department of Labor is at-

tempting to deal with these problems. The central problem is a
long-term deterioration in wages and the structure of the wages.
This has happened over the past 15 years. It is not anybody's fault.

It is not government's fault. It is not a matter of the business cycle.

It has been happening largely because of a shift in demand that
has occurred in every industrialized nation in favor of workers with
skills and against workers without skills.

The shift in demand we saw pick up in the late 1970s was large-

ly a result of technological changes in the work place, such as com-
puters and numerically controlled machine tools.

We used to have a lot of telephone operators. Now we have a lot

of people who are using automated switching equipment, and the
telephone operators are gone.
We used to have a lot of bank tellers, and now we have a lot of

automated teller machines.
It is not just in the international trade and manufacturing sec-

tors of the economy. While international trade and international
competition do have a bearing, the primary change agent is tech-

nology.
There are many other factors, but this shift in demand for skilled

people and against unskilled people means that you are seeing a
wider disparity in earnings depending on the amount of education
and skills. In 1979 the average four-year college graduate was
earning 40 percent more per year than the average non-college

graduate who only had a high school degree. Now it is 80 percent
more. The gap is widening.
We are seeing to some extent our old middle class splitting be-

tween a minority who are getting better and better jobs and a ma-
jority who are getting worse and worse jobs.

Although most of the 5.2 million new jobs created in the United
States over the past 23 months have been better-than-average pay-
ing jobs—managerial, technical and management professional

jobs—the majority of the existing jobs, the 110 million existing

jobs, have been splitting into these two groups.
I don't have to tell you. You hear it in your districts. You hear

it in your States. A lot of Americans are having a harder and hard-
er time making ends meet.
The President and I am convinced—and many of you share our

commitment that the key to rebuilding a middle class and provid-

ing new opportunities for people, the key to providing avenues and
ladders for the under class and the poor to move into the middle
class, is through education, job training, and lifelong learning. Our
goal is to provide this to Americans, not handouts. We want to

equip people to be successful in the economy and empower people
to be successful on their own in the new economy and to do this

as efficiently as possible.
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Obviously, individuals have the primary responsibility. Families
have a major responsibility to keep their kids in school in order to

get the kind of training and education they need.
Businesses also have a major responsibility. American businesses

need to train their workers. As I go around the country I see a
sharp contrast between the different kinds of businesses. One kind
of business regards its employees as assets to be nurtured and de-
veloped, to be invested in, and to be trained. They understand that
long-term, competitive advantage comes from a well-trained, dedi-

cated, loyal work force. They understand that every other factor of

production can be replicated by competitors.
But there is another kind of business, a business that treats its

workers as costs to be cut. And those kinds of businesses—although
I don't believe in the long term they will retain a competitive ad-
vantage because any one of their competitors can do precisely the
same thing—are not training their workers.
And to a very limited extent—I wish I could say that this was

a tiny minority, but it is not—there is a minority of businesses
which are cutting comers with regard to safety and health, mini-
mum wages and other protections that have been sanctified in our
laws for 50 or 60 years.

DOL MISSION

The mission of the Department of Labor, like the mission of this

administration, is to help people help themselves. Our education,
employment, training, and development programs have been, and
continue to be reengineered. I have devoted huge amount of my
personal time over the last 23 months to making sure that those
programs are as effective as possible.

We had last year a proposal here to consolidate many of those
programs. We have one-stop career centers now. We have already
consolidated, on a pilot basis, unemployment insurance with train-

ing and retraining and reemployment services. We have actually
seen the duration of unemplo3rment decrease because of the avail-

ability and the convenience of those one-stop unemployment insur-
ance, training and employment advisory centers that are mush-
rooming in many States.

But we have much left to do with regard to consolidating pro-
grams, and I am going to be working very, very hard with Con-
gress—with Republicans and Democrats—on streamlining the un-
emplojrment and training programs, making sure that they work
for people and empowering individuals in a non-bureaucratic way
to get the help they need when they need it.

WORKER PROTECTION

There is also another side to the Department of Labor, as you
know, and that is protecting workers by ensuring that workers'
jobs are above a minimal level of decency and safety. Again, these
laws have been on the books for decades, sanctified by the implicit

contract between workers and businesses in this country.
I have spent a great deal of time trying to make these regula-

tions work better. I am not going to pretend that we are all of the
way there. We still have work to do. But I can tell you that we are
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reinventing and reengineering the regulatory process as quickly as

we can.

There are still horror stories out there of people and small busi-

nesses who feel mistreated. We are providing more advice to busi-

nesses. We are not using inspections and regulations as a device

for simply penalizing businesses.

Our goal is to ensure health and safety and other protections ac-

corded by the laws relating to working conditions and minimum
wages. If we can help businesses achieve this through advice and
consultation, or by simplification, we will do so.

We are also very much aware that our regulations in terms of

the advantages must outweigh the burdens to society. I can assure

you that we are making every effort to make that the case. This
is not a Republican or Democratic issue. This is a matter of protect-

ing workers, improving working conditions and incomes with the

least burden to business as possible. With your help, we will con-

tinue to do that.

REINVENTION EFFORTS

Let me make a final point with regard to reinvention.

On the job training and employment front, we have proposed a

consolidation of more than 50 programs in government, most of the

employment and training programs in the Department of Labor
and the substitution of what we are calling skill grants, enabling
individuals who need the help, who are unemployed, who are dis-

located, who are low wage, to get the help they need directly. They
can sign up at a community college, not unlike the way the Pell

grant system works.
We can get solid information about where the jobs are, what the

jobs are, and what kinds of skills are necessary. They need infor-

mation.
We are also requiring that every provider of skill, every commu-

nity college, every technical institute, every institution that wants
some of that Federal money, file a report card detailing their suc-

cess at placing people and what kinds of jobs they are placing peo-

ple in. This is accountability of the most direct sort so that consum-
ers needing this help will know what they are, in effect, buying.

I mentioned the one-stop system with regard to unemployment
insurance.

I want to bring your attention to this little volume, What Works
and What Doesn't Work with regard to employment and training.

This volume summarizes the best experimental evidence, experi-

ments done over the last few years in terms of what helps people

get better jobs and also what doesn't help people get better jobs.

This kind of evidence is independent. Most of this is university

research. We are blessed in the area of employment and training

because we do have a lot of social science research. This summa-
rizes the best of what we know. We have reoriented our job train-

ing programs toward what works and directed them against what
does not work, sensibly I hope.

OSHA PILOT PROGRAMS

I am prepared to go through many of our other reinvention ef-

forts. In OSHA, we are piloting studies which lower fines if employ-



676

ers quickly remedy safety and health problems. In high hazard
areas and high hazard industries, we have pilot programs in which,

in return for developing a safety program, we reduce the scope of

the inspection. Our goal is not to increase inspections or fines but

to ensure safety and health. We are also increasing our technical

assistance.

CHILD LABOR LAWS

I am sure you are aware that I have personally intervened on
some occasions where it seemed to me that the old way of doing

things was just silly. The first year I got here we had one instance

in which the child labor laws were applied to a young boy who was
so delighted to be a batboy for a minor league team, and it seemed
to me that that was simply an application of those child labor laws
which are intended and have a very important purpose with regard

to protecting young people. So we did not apply the child labor laws

in that instance.

TARGETED JOBS TAX CREDIT

I have also been to the Hill testifying against programs that I

think don't work. Let me take one example, the targeted jobs tax

credit. In my view, the targeted jobs tax credit in its present form
simply doesn't work. The vast majority—in fact, 90 percent or

more—of the people who get those jobs would have gotten those

jobs anyway.
The targeted jobs tax credit, in my view as it is currently de-

signed, and my view is based upon reports that have been done,

analysis, research, including the Inspector General's report, as it is

now designed, is nothing but a windfall to the businesses that are

using it. Talk about corporate welfare.

PENSION BENEFIT GUARANTY CORPORATION

With regard to the Pension Benefit Guarantee Corporation, we
have had a great deal of reform. As you know, when we came to

Washington that agency and the problem of underfunded pensions

was not yet a crisis, but it was heading toward becoming a crisis.

In 1987, there was $27 billion of underfunding of pensions. Last

year, it was up to $53 billion of underfunding pensions. There was
bipartisan support for a bill that has cured much of that problem,

and I am proud to say that we now have 41 million American
workers in defined benefit plans much safer than they were before.

The Pension Benefit Guarantee Corporation is much safer and
more solvent than it was before, and we are averting a crisis. Now
the aversion of a crisis doesn't make headlines, but unattended
that program could have become another S&L fiasco.

ADDITIONAL WORK

One final point. We have taken on many new responsibilities, in-

cluding the Family Medical Leave Act, the School-to-Work Oppor-

tunities Act and others, but we have done it with fewer people. In

fact there are a thousand fewer people working at the Labor De-

partment now than there were when I got there 23 months ago. I

might add that, since 1981, the Labor Department's staff has
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shrunk by one-third. This is not an agency where you will find a
lot of fat. But we are continuing to reinvent, notwithstanding.
Thank you, Mr. Chairman and Members of the committee. I will

be happy to answer any questions you have. I want to reassure you
that my interest and our interest is in helping you do your job.

Mr. Porter. Thank you, Mr. Secretary.
[The prepared statement and biography of Secretary Reich fol-

lows:]
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STATEMENT OF ROBERT B. REICH
SECRETARY OF LABOR

BEFORE THE
SUBCOMMITTEE ON LABOR, HHS . EDUCATION

COMMITTEE ON APPROPRIATIONS
UNITED STATES HOUSE OF REPRESENTATIVES

JANUARY 18, 1995

Mr. Chairman and distinguished members of the Subcommittee, thank
you for the opportunity to testify this morning. I want to briefly
share my thoughts with you about our mutual concerns -- and then, I'm
looking forward to taking your questions and beginning what promises to
be a lively and long-running conversation.

This new Congress came to power energized by a common goal: to
scrutinize the federal budget -- issue by issue, program by program --

to determine what deserved continued funding. If a program wasn't
doing the job, or wasn't doing it at a reasonable price, that program
would either be reformed or retired. That agenda unsettled some people
in this town. Change always does. But let me say at the outset -- in
front of the committee and the cameras -- something that may startle
you. I agree.

If we're spending money on things that aren't working, we've got
to either shape them up or shut them down. Investing scarce resources
in programs that don't deliver cheats workers who require results and
taxpayers who finance failure. I welcome your scrutiny, for in the end
we all will benefit from it.

Yet as you scour each line item, I urge you not to divorce this
micro -analysis from your understanding of the larger, and infinitely
more powerful, forces that are reshaping our economy, and unsettling the
very way we live. Five years from the turn of the century, these are
tumultuous times in America. We won the Cold War, but now struggle to

find a common purpose during peacetime. We hurtled into the age of
information, but now wonder whether the communications revolution will
bring us together or only deepen our divisions. We saw our fundamental
principles -- democracy and free markets -- affirmed throughout the
world, but many of us are anxious about the resiliency of American
values here at home

.

The backdrop to these days of challenge and anxiety is a

fundamentally new economy. We have entered an era in which only skilled
and well-educated workers can expect to flourish. New technologies and
global competition have rewritten the rules that govern who can achieve
the American Dream. What you earn will depend ever more on what you
learn. For most of those with the right education and skills, this new
economy means rising wages and widening prospects. But the wages of the

rest of the workforce are stagnating or sinking, and their opportunities
are narrowing.
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Simply put, only some of us are equipped to prosper in this new
economy. This is not simply a threat to the incomes of ordinary working
Americans. It also undermines our nation's economic competitiveness.
Companies are discovering that every other element of their operation
can be replicated by competitors -- machinery, technology, access to
cheap labor around the world. The only thing that can't be duplicated
are our workers -- their skills, their abilities, their capacity to work
together. For corporations and for nations, a skilled workforce is the
only enduring competitive advantage. And therefore, building the skills
of all Americans -- providing genuine opportunity to middle class
families who work hard and play by the rules --is President Clinton's
number one objective.

So, as you examine the budget -- and again, I welcome your hard
look -- you must also keep in mind the central challenge our country
faces as we edge closer to the 21st century: to restore the middle
class that was once this country's defining feature --to equip every
American with the education and job training to make it on their own.

That's why, as you scrutinize each line item and as we debate their pros
and cons, please also keep in mind the following: If you think that
working Americans don't deserve protection in the workplace, or help in
adapting to the new economy, I can promise you a fight. But if you
think Americans are rightly demanding that we do these things
efficiently, creatively, and accountably, I can promise you a partner.

There is much talk these days about values . We hear about the
subject on talk radio shows, in newspaper columns, in conversations at
the grocery store. For most of us, values are found in religion -- in
the rituals and readings that form the core of many of the faiths that
flourish in this country. But in government, values often can be
located in budgets. Values aren't announced in those tables, charts,
and graphs. But they are embedded in every line, every figure. Look
closely and they reveal what we're for and what we're against; what we
treasure and what we abhor; what we put first, and what we are willing
to surrender.

Yet budgets --at least good budgets -- don't soar in the lofty
stratosphere of unbridled dreams. They're inevitably tugged back to

earth, by the hard and heavy rocks of reality. Indeed, any budget is a
truce between ambition and scarcity. This is true for a nation as well
as for a household. Any healthy family, and any healthy nation, can
identify worthy purposes exceeding the resources available to pursue
them. Setting a budget, then, involves a disciplined assessment of
relative worth: Among many valuable options, which do we value the

most? This is hard. It's supposed to be hard. If it's easy, either we
haven't thought long enough about all the things we need to do, or we
haven't been honest about limits.

Not too long ago, putting together a federal budget was relatively
easy because it was relatively meaningless. Government -- and here I

mean both Republicans in the White Houses and Democrats in Congress --

dodged choices, denied limits, and shrugged off the burden of setting
priorities.



This Administration has dared to be different. We have cut
funding for some areas , and increased funding for others . In the name
of a better future, we have accepted austerity. And in the name of a

better future, we have made investments.

We've already made considerable progress in our campaign to invest
in people -- progress, I might add, that has been made in an
impressively bi-partisan fashion. Each year, a significant number of
additional children are able to enroll in Head Start, a proven first
step on the path of lifelong learning. School systems throughout
America have millions of dollars in new incentives to improve their
performance, in line with voluntary national standards of excellence.
Within a few years, a half -million youth benefiting from the new School-

to -Work program will move from the classroom to a skilled job with a

future. Five and a half million people who take out education loans

each year can now borrow at lower interest rates -- and can repay their
loans at the pace their future income allows. We are helping more
people train for and find new jobs -- this year alone an additional
150,000 Americans who have lost their jobs will get the skills or the

job-search help they need to find new ones.

Continuing these bipartisan efforts is the best way to give all

Americans a decent chance to earn their own prosperity in this new
economy. As the next step along this path, we propose cutting through

the clutter of confusing requirements and bureaucratic barriers by
putting resources directly into workers' hands. This represents a

fundamental shift from programs to purchasing power . Instead of feeding
the budgets of bureaucracies -- federal or state -- we'll channel the

resources directly into the pockets of ordinary Americans so they can

get the skills they need -- at the time, in the place, and in the vjay

that makes sense for them. Workers who need to start new careers, and
low- wage workers who need to make a fresh start, will have a new gateway
to better jobs- -and information on what skills are in demand, to guide

them through those gateways

.

The fundamental elements are as follows:

Education and job training tax deductions to help working
Americans pay for building new skills. Families with incomes up

to $120,000 per year will be able to take tax deductions -- up to

$5,000 next year, then rising to an annual ceiling of $10,000 in

1999 -- for money they spend on skill -building at community
colleges, technical schools, and other learning institutions.

Eliminating more than 50 separate programs and replacing them with
an integrated system that minimizes red tape and maximizes
individual choice.

Skill Grants that individuals can use to make their own decisions

about post- secondary training and education. Under this plan,

unemployed and low- income workers can get grants of up to $2,620
per year that they can use as they choose to learn new skills.

Continuing to build the network of One -Stop Career Centers already
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under construction by the States -- to give workers access to
reliable information on jobs, careers, and the success records of
training institutions, so that they can make good choices to
improve their futures.

Expanded Individual Retirement Accounts so families can accumulate
funds for investing in new skills, buying a first home, or paying
medical expenses as well as saving for retirement.

We have based our plan on the sturdy evidence of what has worked
in the past, and what has not. And as part of that effort, we have put
together a comprehensive- summary of research findings relating to

employment and training programs. This summary was directed by Lawrence
Katz and Alan Krueger, two of the country's most distinguished labor
economists, whom I persuaded to serve in turn as the Labor Department's
chief economist.

The report takes a rigorous, balanced approach in laying out what
we know about youth programs, programs for disadvantaged adults, and
programs for dislocated workers. It addresses a broad and basic
question: What do the data on training, skills, and earnings suggest
about the prospects for restoring America's tradition of broadly- shared,
middle-class prosperity? There are three propositions to be arrayed
against the evidence. One is that we can somehow reverse the erosion of
living standards and the growth in inequality without improving the

productive skills of American workers (especially those now at the lower
end of the skills distribution.) I simply do not believe this is

possible. A second proposition is that while skills do matter greatly
in the modern economy, there is not much that government can do to

increase the average level or improve the distribution of skills, and
thus a grim future awaits many American workers. I find that
proposition repellant. Fortunately, it is also at odds with the facts.

The third proposition, and the one most in accord with the evidence, is

that it is possible- -not easy, not automatic, but possible- -to improve
the productivity and earning power of workers across the spectrum.

The report on what's working presents some results that make us

proud; some that make us wonder; and some that make us face the need for

change. We've already incorporated the lessons into our reform efforts,

and we're just getting started. The Department is releasing this report
today to you --as well as to the general public. I hope you will find
it helpful in better understanding the current evidence about efforts to

help people build skills so they can earn better livings.

But while our goals begin with education and job training, they
don't end there. We're also committed to the proposition that all
American workplaces -- the U.S. Congress included -- should be healthy,

safe, and free from discrimination. The low road is not an acceptable
route to profits and productivity. Nonetheless, we don't support
regulations that are intrusive and nothing more. But American working
men and women know that legitimate, reasonable, and sane regulations
save lives and promote fairness. For example. Since the Occupational
Safety and Health Administration (OSHA) was created in 1970, workplace
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injuries have declined -- particularly in high-risk industries like

construction and manufacturing. And as the economy evolves, we're

changing the way OSHA does business. We're focussing our efforts on the

most serious threats to worker health and safety, and we're redirecting

our resources to enforcement, standards setting, education, training,

and recognition -- areas where they are the most effective.

Indeed, we've made great strides in reinventing much of our

operation at the Department of Labor. For example, all Department of

Labor agencies have developed customer service standards and many have

directly surveyed their primary customers, analyzed these responses, and

are actively addressing areas of concern. And we have placed our front-

line employees at the center of these efforts. They've been

instrumental in identifying ways to reengineer current work processes

and eliminate unnecessary steps. Our reinvention teams have also

trimmed unnecessary internal rules, reduced paperwork, and simplified

reporting requirements. For example, worker compensation claims used to

be reviewed by nine people in 68 steps. We've reduced it two people and

18 steps, freeing more employees to provide greater help to our

customers. I'm proud to report that the Labor Department has won seven

"Hammer Awards" from Vice President Gore for our reinvention efforts, a

large number for an agency our size.

Yet as I mentioned, the discussion of the programs and processes

occurs in the context of a broader debate about the purposes of

government. To hear some tell it, the vision of the President, the

perspective of the American people, the outlook of the Congress are all

wildly at odds. But I think there is much more consensus than meets the

eye. What government can do -- what government has always done -- is to

help ordinary Americans adapt to change. Our history offers a rich

tradition of government playing exactly this role. The Homestead Act.

Social Security. Unemployment insurance. The student loan program.

Federally backed mortgages.

Today , skills are what allow people to navigate change

successfully. Indeed, each year of education or job training beyond

high school increases average future income by six to twelve percent.

There is overwhelming evidence that a significant investment in American

skills and education will pay off handsomely for everyone. Think about

one of the crowning achievements in the American tale of opportunity --

the G.I. bill, which helped transform a period of conflict and anxiety

into an astonishingly prosperous postwar era. The G.I. Bill empowered

ordinary Americans by giving them opportunities to acquire world-class

skills. The rest is history -- indeed, one of the brightest episodes in

our history. The dream of a secure, productive place in the middle

class became a reality for a majority of our nation's people.

Half a century later, America faces another turning point. It is

time to renew our commitment to making the American dream a reality.

This concludes my prepared statement, Mr. Chairman. Thank you for

this opportunity. I'm happy to answer any questions that you or other

members of the Subcommittee may have

.
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INCREASE IN THE MINIMUM WAGE

Mr. Porter. You and I have sat down on a number of occasions

to discuss these matters in person, and I have, as I have said to

you before, felt that you have very much been on the right track.

But then sometimes you come up with some things that I don't un-
derstand.

If, in fact, we need to emphasize education and training and we
need to move people from unskilled positions to skilled positions

through education and training, why would we want- to then skew
the market by raising the minimum wage? How does that make
sense in view of what you just got through saying, and why did you
propose it?

Secretary Reich. I have not proposed it. The President has not
announced any decision with regard to raising the minimum wage.
Mr. Porter. I thought you had.
Secretary Reich. No. The internal advice that I have proffered

to the President is not public.

Let me say though that—for the record and by way of context

—

the minimum wage, which is now at $4.25 an hour, is 30 percent
below, adjusted for inflation, what it was in 1979. The last time it

was raised in 1989—and, by the way, then it did get a lot of bipar-

tisan support, including Mr. Gingrich and Senator Dole voting for

raising the minimum wage in 1989—that minimum wage in 1989
and 1991 with steps has now lost 50 cents of its value through in-

flation. If you will pardon me calling it the Dole-Gingrich minimum
wage increase, that has been repealed by 50 cents.

Let me make one other quick comment. The most recent research
shows that the average minimum wage worker is contributing 47
percent of family income. That minimum wage worker is working
at the equivalent of $8,500 a year, half of family income. Therefore,

that puts the family at $17,000 or less.

We all have an interest in making work pay, obviously. When we
want to move people from welfare to work we want to make sure
that we provide a living wage, and that has been the tradition in-

cluded in the minimum wage. We have done everything we could

through the earned income tax credit and other devices to encour-
age people to work and get off welfare. And, therefore, the mini-
mum wage may be, and I underscore may be, part of the answer
to the problem of making work pay.

Mr. Porter. Except that you agree with me that it doesn't fit

theoretically with what you have been talking about? That since it

skews the market it makes low pay work more important than
high pay work?

Secretary Reich. Let me—and I must say this. The President
has made no public announcement of his position on this, and he
will do so when he is ready, and I don't want to in any way suggest
that he has made a decision. But I do want to respond to any sub-

stantive points you have and provide any help I can to this commit-
tee.

The most recent research on the minimum wage done by Law-
rence Katz of Harvard University, Alan Krueger of Princeton, is

based upon States that have increased their minimum wage above
the Federal minimum relative to States that have not—they have
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looked at border areas and compared firms and compared on the
border of the two States and before and after the 1989 to 1991
wage increases.

They have found that modest increases in the minimum wage
have had no negative employment effects. How can that be? For
the reason that most of the employers of minimum wage workers
have a high vacancy and a high turnover. Therefore, any modest
increase in minimum wage has in those instances not resulted in

negative employment. It has not cost employers more in effect be-

cause they reduce their vacancy and reduce their turnover.

JOB TRAINING PROGRAMS

Mr. Porter. Mr. Secretary, I knew I shouldn't have opened this

subject with you.
One other question. How can we justify the existence of over 150

separate job training programs within one government? Doesn't
that strike you as an observer as crazy?

Secretary Reich. It does. And, indeed, since I came here I have
been doing everything I can to consolidate and streamline that.

Mr. Porter. How many of them are under your Department?
Secretary Reich. The GAO measures programs in one way. The

National Center for Employment Policy just came out with a slight-

ly different measuring device and with a different definition of pro-

grams. About a third—20 percent to a third, depending on how you
measure it, are in the Labor Department.
Mr. Porter. So when you are talking about 50 programs and

skill grants you are talking about all of your job training programs,
is that correct?

Secretary Reich. We are talking about, government-wide, con-
solidating as much as we can. There is apples and oranges and tan-

gerines in many measurements.
Some of the programs that are not in the consolidation proposal,

for example, are the Small Business Training Program operated by
the SBA, the Veterans Rehabilitation Program coming out of the
Veterans Administration, the kinds of programs that may have the
word "training" in them but have to do with specialized populations
having nothing to do with the kind of employment, education and
training system that we should be creating in this country.

What we have done government-wide—and I have worked very
closely with Secretary Riley on this—was to take as much as we
possibly could, consolidate it and turn it both into skill grants and
young people's programs. We don't believe with regard to the youth
programs that that is appropriate to put them in the form of skill

grants. It is better to consolidate them under a model that seems
to be working, on the basis of all the evidence we have. That model
is integration of school and work, which under the School-to-Work
Opportunities Act seems to be working, by giving disadvantaged
young people an opportunity to see the real world of work and see

that what they learn in the classroom is applicable to the real

world of work.
Mr. Porter. Mr. Obey.

OSHA ISSUES

Mr. Obey. Thank you, Mr. Chairman. Mr. Secretary, I would like

to discuss the issue of OSHA for a moment because I think that
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this town is plagued with things that we know that ain't so, as I

said this morning.
I would start by simply observing that some of the rhetoric I

hear about OSHA would seem to indicate that people think that
that agency was created by a bunch of pointy-headed liberals who
rammed a bunch of left-wing bureaucratic rules down the throats
of the private sector.

I was here when OSHA was passed, and it was exactly the oppo-
site. The lead person in the House who was pushing for passage
of OSHA was my good friend Bill Steiger, a Republican from Wis-
consin. If he had not died I would suggest that he would be Speak-
er today.

We saw OSHA pass. And, as the price for acceptance by the U.S.
Chamber of Commerce, OSHA was required to swallow virtually

whole all of the rules, regulations and standards that were de-

signed by a private industry advisory council. And because the
membership on those councils was largely big business, you had
some rules and regulations that may have been understandable to

a Ph.D. or an engineer but not to the average small businessman
trying to make a living and trying to figure out what they meant.

It took us a number of years to try to get OSHA the authority
to modify some of those standards, and I think they have made
great progress. But given the technical nature of things they deal
with they often still have trouble. I am very concerned that people's

frustration with the issue of regulations will lead people to throw
out the baby with the bath water and leave workers again vulner-
able to lack of protection in the workplace.

I recall a number of years ago when my kid sister was very sick

and dying, and at that point the doctor couldn't figure out what the
problem was. He thought it might be some chemicals she was being
exposed to in the workplace. He tried to find out what was in some
of the solvents being used in the plant she worked in.

We called the company. They refused to tell us. I had to send my
brother-in-law into the plant to determine what kind of chemicals
were being used in that place and threaten the company with sig-

nificant publicity if they stood in the way.
Workers shouldn't have to put up with that garbage. They need

to know that OSHA is going to be there to defend their health, to

defend their right to work under safe conditions.

I would like to ask you, where are we with respect to the
ergonomic standards? And what is your evaluation as to when we
could expect those to be in place?

Secretary Reich. The so-called ergonomic standard has not yet
come to my desk to be approved as a proposed regulation for the
rulemaking process. I am waiting for it. I have instructed staff to

be as quick as possible in terms of finalizing that. They want to

be as careful as they possibly can.

I do know, based upon evidence that has come before me, that
there has been a substantial increase over the last few years in cer-

tain kinds of injuries that may be characteristic of the new indus-
trial work site, such as carpal tunnel syndrome in which people
find that after tj^ping for long hours the tendons and other related

nerves are under great stress.
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There are other injuries that we are finding in the new work-
place, and many people are interested in moving forward with
some sort of protection. But the staff is intent on making sure that

is the most sensible, possible, and that the benefits exceed the bur-

dens. Again, they are going to come to me with a recommendation
as soon as they are ready.

PRIVATE SECTOR TRAINING

Mr. Obey. You have addressed the fact that the lion's share of

worker training done in the private sector is done primarily with
workers who are at higher levels of responsibility and manage-
ment. I personally think that private sector training programs are

in the end going to be much more useful than most public sector

training programs but not exclusively so.

There is a fellow who runs a business in my district, happens to

be the brother of an old girlfriend of mine from about 100 years
ago, and he has a policy that he will provide all the training any
worker in his company wants up to and including a four-year col-

lege education. He has never lost a worker, even those who have
gone to college and come back. Obviously, not everybody is in a po-

sition to make that kind of offer to their workers, but it applies

across the board, down to the most lowly worker in the plant.

How do you think—if we consolidate government programs and
give more focus to training programs in the private sector, we can
get private sector businesses to, in fact, focus their training where
it is most needed, on most of the workers out in the plant rather
than a few corporate vice presidents?

Secretary Reich. Congressman, as you said, most of the training

that is going on in the private sector is directed at college grad-

uates, who comprise only about 25 percent of the work force. The
BLS informs me that 35 percent of workers do get formal company
sponsored training, but the vast majority are college graduates.
Yesterday I was in a machine tool shop talking with an employer

who needed skilled, numerically controlled machine tool operators;

and he was bemoaning the fact that he couldn't get them. He need-
ed 10 of them. He was willing to pay $60,000 a year. He couldn't

find them.
I said, why don't you take untrained people and train them your-

self? He gave me an answer which most economists would recog-

nize immediately as a kind of free-rider problem. He said, if I train

them there is no guarantee they will stay here. They may go down
to my competitor. What do we get out of it?

There are certain things we can do to overcome the free-rider

problem. One is to provide some government assistance to make
sure that these training programs are geared to jobs that are really

there. And that is what we are trying to do, and that is what the

skill grant would do and in fact what many community colleges are

doing.

The second would be to allow, through antitrust exemptions,
small businesses in the same industry in a geographic area to come
together and jointly sponsor company training so that there is less

of a disincentive on any one business to train somebody who may
go down to a competitor's shop in the same region.
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I have been notified by the Assistant Attorney General for Anti-

trust, Anne Bingaman, that in most cases, in her view those kinds
of joint ventures with regard to training would not violate the anti-

trust laws and maybe we could pursue that to a greater degree.

Thirdly, there may be tax incentives for business that we ought
to examine, we being the government. I have in many public fora

suggested to business groups that if there are tax incentives they
feel they need to make it worth their while for their individual

members to invest in worker training to a greater extent than they
are now doing, please let us know. Nobody has taken up my offer

to date.

Mr. Porter. Mr. Bonilla.

OSHA INSPECTIONS

Mr. Bonilla. It is great to see you again. I appreciate you stop-

ping by the office yesterday and having a chance to visit. I look for-

ward to working with you on some of the things we talked about.

The first questions I have relate to OSHA. I believe that you are

sincere and that Mr. Dear is sincere in trying to eliminate the mon-
ster within OSHA that makes small businesses shake in their

boots every day, but there continues to be the horror stories that

you referred to in your opening remarks. We hear about them all

the time in our districts.

Here is one from the Kansas City Business Journal. Mr. Gary
Adams, who owns a pastry shop, asked about last year's OSHA in-

spection—it says, "you are apt to get an earful of expletives. Adams
was cited for violating OSHA's lockout standards because the

switches on his ovens weren't padlocked while being repaired.

Sounds reasonable except that Adams did much of the repair work
himself and removed the fuses, and the appliances couldn't possibly

be activated during this repair."

Adams says, "What aggravates me is that this is the first time
in 17 years I have ever been inspected. Rather than give us infor-

mation and advice, they assessed us $1,200 and change for each of

the three ovens. When asked about that, the area director told me,
Washington reviews us for how much we collect. I said, are you in

the safety business or the money business?"
In Kansas City business circles, the OSHA agency, there are

other stories like this. Many complain that it is more concerned
with citing trivial violations than helping them reduce workplace
hazards.
You said in your opening remarks that your goal is not fines. I

believe that. But why has this monster not been able to be killed

yet at a level to where our good entrepreneurial spirit out there is

not allowed to flourish rather than work out of fright to survive?

Secretary Reich. Congressman, when we hear allegations of ex-

cessive or overzealous inspections and regulations, we do look into

it. I can't guarantee you sitting here that there are not such exam-
ples. We are trying to reform this agency to ensure that safety is

the goal, not harassment of businesses, and we will make every ef-

fort to ensure that is the case in the future.

I want to make another point, that I hear again and again sto-

ries of businesses that have been harassed about things that sound
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so silly, but after I look into them I discover that the story has
been somewhat altered for public consumption.

I heard about an OSHA inspector who fined somebody for chew-
ing bubble gum while working on a roofing project. It sounded ab-

surd, so I looked into it. The only regulation that OSHA has that

has any bearing on that is a requirement that when workers are

working in confined spaces with respirators that they not be eating

or consuming any kind of material. That is because of the danger
inherent with the interaction between eating and respiration. But
that is a specific standard. The confined space standard has saved
lives but has nothing to do with roofing.

The short answer is that when we discover legitimate cases of

pettiness, harassment or silliness, we do everything we can to root

them out and focus on safety. We are also very aware that over the

past decades a legacy of silly stories has grown which have their

origins in mere fiction.

Mr. BONILLA. There is a lot of smoke there, Mr. Secretary, so we
have to presume the fire is still burning and needs to be put out.

No one disagrees with my colleague, Mr. Obey, about the concern
from every Member on this committee about worker safety. The
story he cites about his sister is a good example of how we need
to look after worker safety. But there has to be a happy medium
somewhere.
The issue was brought up about publicity and how that affects

a company when hazards are pointed out. OSHA frequently issues

a press release to the local media with information on proposed ci-

tations that encourages the media to report the information. All of

this done before the employer is often given the opportunity to re-

spond or contest the proposed citation. Press releases such as this

can be very damaging to a company's reputation, especially if the

citations are later on appeal. Isn't this a direct contradiction to our
system of justice in this country, innocent until proven guilty?

Secretary Reich. When any evidence of harassment, privately or

in the court of public opinion, comes to my attention or to Mr.
Dear's, we do what we can to ensure that it is stopped and that

that is not the pattern.
I do want to bring to your attention, though, the additional in-

vestments that we have made in providing technical support assist-

ance and information to employers to help them eradicate unsafe
conditions before they become unsafe conditions, before they be-

come violations.

In fact, the program that we have, which provides consultants

who go into the workplace and identify unsafe conditions, is a very

popular program. There is a waiting list to get into the program
because it has a bearing not only on OSHA violations but also on
workers compensation rates as well. All I can say to you is that we
are doing what we can to reorient OSHA, to the extent that it

needs reorientation, toward prevention of injuries, illnesses and
deaths before they occur.

Mr. BONILLA. Thank you.
Mr. Porter. Mr. Stokes.

IMPACT OF RAISING THE MINIMUM WAGE

Mr. Stokes. Thank you, Mr. Chairman.
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Mr. Secretary, in the Congressional Monitor of Wednesday, Janu-
ary 11th, on page 3 there appears a statement. I would like to read
it and get your reaction.

It says, "on the House side, Speaker Newt Gingrich also has flat-

ly rejected the notion of a minimum wage hike. During a news con-
ference on Monday Gingrich said, 'The number one impact of rais-

ing the minimum wage is to make it harder for young black males
to get jobs. There is no question about that. The marginally hard-
est to employ are the first to be cut out of a job.'" Can you com-
ment on that?

Secretary REICH. Yes, Congressman.
Let me elaborate upon the evidence that I shared with the Chair-

man a moment ago. Research has shown that a modest increase in

the minimum wage—again the minimum wage is now 30 percent
below what it was in 1979, adjusted for inflation. $4.25 cents an
hour comes to $8,500 a year, very difficult for somebody to make
it on that.

But a small increase in the minimum wage, according to this

new body of research, will have no negative effect on employment
at all. Quite the contrary; in some jurisdictions it increases employ-
ment because it brings people into the job market who otherwise
would not be there because it wasn't worth going into the job mar-
ket because jobs weren't paying enough.

Carefully undertaken—it is my view, and I don't want to be
heard to suggest that this is the President's view. This is my view
as Secretary of Labor. Carefully undertaken, the minimum wage,
along with the earned income tax credit, can be a means for mak-
ing work pay and help people move from unemplo3anent to employ-
ment.
Mr. Stokes. To take it just a bit further, if we go back to that

young black male who was in the marginal employment category
as described by Mr. Gingrich, what do we do in order to try and
get those individuals up into the middle class that we are all talk-

ing about, to better their conditions? In their category, they have
no employment. At least, the others in the middle class have some
form of employment, albeit they are behind in terms of the curve.

What are we doing? In your report: What's Working—and What's
Not, we are not even talking about that category.

Secretary Reich. Congressman, actually, there are a number of

studies, and I would be happy to share them with you, which show
encouraging results for helping disadvantaged young people and
disadvantaged males get into the job market. Let me bring your at-

tention to one that comes to me off the top of my head.
Disadvantaged men, young men, are one of the most difficult

groups to provide job training to that ends up in jobs, partly for the
very reason you have suggested, that there aren't jobs there. But
also it is very hard to keep them in training programs. The record

has not been very satisfactory.

But there are exceptions to the rule, and the exception seems to

be—and there is the CET program that comes out of San Jose. I

have seen it in operation in East Los Angeles and I have also seen
it in project Focus Hope in downtown Detroit.

These are programs in which young people, even young men who
have not graduated from high school, are given specific training
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linked to real jobs that they know are already there, employers ac-

tively involved in those programs dictating what they need by way
of trained workers and entering into an implicit contract that if the
workers are there and they are trained and they pass a perform-
ance level they will be hired.

With the GET program, the East Los Angeles Skills Center
where I have seen some very positive results and in project Focus
Hope in Detroit, we have very high levels of job placement at rel-

atively good wages, beginning wages—I say relatively—higher than
minimum wage—in numerically controlled machine tool operation,
in mobile electronics and in several other related fields.

These are success stories. What gives me cautious optimism is

that there are success stories out there. Those stories can be rep-
licated. This is not a hopeless situation. We simply have to design
programs around those successes.
Mr. Stokes. Thank you.
Mr. Porter. Mr. Istook.

OSHA REGULATIONS

Mr. Istook. Thank you, Mr. Chairman. Mr. Secretary, good to

have you here.

I cannot let go without response your statement to Mr. Bonilla
that you are trying to correct overzealous inspection and regulation
by OSHA. I recall April of last year when you made a personal visit

to Oklahoma City to my congressional district, to the Dayton Tire
Plant where you made a huge media event out of announcing that
you were fining the plant $7.5 million in citations. That afternoon
you sent your attorneys, just before the courthouse closed, to court
to get a temporary restraining order that was served on the plant
which found that they saw no way to comply with it other than to

shut down. And 1,500 people in my district were worried about
whether they would ever be able to go back to work because Sec-
retary Reich had come to town.

I realize there had been a death at the plant six months earlier,

and six months after the fact you decided that you thought there
was an imminent danger.
Now, I would like to read—after there was a court hearing a

month later—what the judge found, the United States District

Judge, Timothy Leonard.
As he said in his order, "not one witness testified that a real risk

of future injury exists at the plant if machines are not locked out
during the operations at issue, which was the contested issue. Em-
ployees and union representatives, the people most knowledgeable
about the machines and operations at issue here, have not indi-

cated the belief that imminent danger exists at the Dayton Tire
Plant."

In addition, three out of the four compliance officers, your own
OSHA employees, three out of the four compliance officers who per-

sonally inspected the plant, have yet to conclude that imminent
danger exists at the facility due to lockout, tag out violations.

Plaintiff—that is you, Mr. Reich—^"plaintiff has failed to dem-
onstrate that any such injuries, either those in the past or those
that may occur in the future, are due to violations of the lockout,

tag out standard."
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And yet it was you, Mr. Secretary, that personally made the deci-

sion that gave the plant, as Mr. Bonilla described, situations where
management has little or no notice, they had a few minutes notice,

and yet the international president of the United Rubber Workers
Union was able to be there from Ohio to be with you that morning.
When the plant didn't have advance notice, you were able to have
the international president of the labor union at your side in Okla-

homa City coming in from Ohio.

And yet you tell this committee that you are against overzealous

inspection and regulation.

I would have to submit to you, Mr. Secretary, that it begins at

the top. And although I know it was not your intended purpose,

there were a lot of repercussions of that event.

You can look at events of 1994. And there was a political cam-
paign going on in Oklahoma at the time for the open congressional

seat that was ultimately won by a Republican in an overwhelming
Democrat district, and this became part of the reason that people

in Oklahoma turned against the Clinton administration and its ad-

vocates and created momentum that led into Kentucky and into

November, this attitude that you displayed when you came into my
congressional district and made a big-time circus event out of try-

ing to issue one of the largest fines in the history of OSHA of $7.5

million.

I realize there are still administrative proceedings, but I thought

it was pertinent what the court said, and I think that we in this

subcommittee and that all Members of Congress are concerned

about this overzealous attitude toward inspection and regulation,

and that it does start at the top, Mr. Secretary.

LOCK-OUT STANDARD

Secretary Reich. Mr. Congressman, I have to do what I think is

right. I have to make some hard calls. I am reluctant to talk about

any individual case, but since you bring it up and since you talk

about it in such detail, I do feel compelled to set on the record my
side of what the details are with regard to that case.

Mr. ISTOOK. I read the ruling of the court, the impartial fact-find-

er so we would not worry about your opinion or my opinion.

Secretary Reich. Let me just say that one Dayton tire employee
died as a result of injuries sustained on his job on October 19th,

1993. OSHA investigated this accident and concluded that it was
caused by the company's violation of the lock-out, tag-out standard.

The lock-out, tag-out standard, as you know, is in many cases a

simple standard. It requires companies to have a process and
equipment to lock out and tag out equipment so that, when it is

being cleaned or when individuals are in the equipment somehow,
they cannot accidentally have that machinery start again.

Furthermore, OSHA's investigation disclosed that these viola-

tions were the result—now, this is OSHA's conclusion, that is the

staff conclusion
Mr. ISTOOK. Which was reached after your personal intervention,

although three of the four inspectors felt otherwise, Mr. Secretary.

Secretary Reich. I am sorry. Congressman, and again, I would
be delighted to share
Mr. ISTOOK. I am reading the court's finding here.
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Secretary Reich. I would be delighted to share the particular se-

quence with you, but I was notified of OSHA's own decision first.

OSHA found, before I made any decision, that the company had
knowingly continued a corporate policy to disregard the require-

ments of the lock-out, tag-out standard as to certain clearly regu-
lated conditions.

OSHA also found and notified me that these violations were
widespread in the plant, and that several other employees had
been injured. It was not only that this man died, but several other
employees had sustained serious injuries to arms, hands, and fin-

gers.

Mr. ISTOOK. Mr. Reich, I do want to make sure that you under-
stand that you wrote me previously saying that decision was not
made until you got to Oklahoma City on April the 17th, which is

the morning—I am sorry, the evening before you went to the plant
and you are now representing to this subcommittee that the deci-

sion was made before your personal involvement when I have it in

writing from you that it was the day before you went to the plant
when you were in Oklahoma City.

Secretary Reich. Congressman, OSHA does not
Mr. ISTOOK. If you would like to see your letter, I have it here.

Secretary REICH. Okay. Perhaps we are discussing particular

words. OSHA made a recommendation. OSHA's decision is a rec-

ommendation to me, and what I am talking about right now is that
the OSHA inspectors and the OSHA staff made a recommendation.
They decided, based upon their review of the evidence, that there

had been a willful violation in this instance. They came to me with
the information after there had been a death, after there had been
serious injuries. They came to me with their decision. Now, obvi-

ously the final decision

Mr. ISTOOK. After you had already come to Oklahoma for this

purpose. I have read the depositions of the OSHA officials, and of
your role in pushing them toward the decision that they are now
seeking to lay them off. When they saluted and go ahead with what
you want and now you say that you bear no culpability, that you
want to blame your subordinates, and I hope the people in your De-
partment are aware of your attitude that way.
Mr. Porter. We have
Mr. HOYER. Mr. Chairman, I really do think that we ought to

give the Secretary the opportunity to respond. The gentleman from
Oklahoma has raised a serious issue, obviously, that impacted his

district. I understand his concern about that. The Secretary, in my
observation, has been in the process, with all due respect to my
friend from Oklahoma, of answering the question.

As I understand it, his answer was OSHA inspectors, with which
the deposition seems to be at odds, made a recommendation to the
Secretary. I presume his next step is to describe what he did next
and to answer the question as to when the decision was made. This
answer may be helpful to the gentleman from Oklahoma, and I

know I would be interested.

Mr. Porter. Mr. Hoyer, we have a lot of people waiting for ques-
tions. There will be ample opportunity, because we have another
hour with the Secretary at least, to revisit this, and if I may, I
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would like to recognize you for your questions and then we will go

back to it.

SKILL DEVELOPMENT

Mr. HOYER. Well, I won't be here, but I will be looking forward

to reading the answer. I would let you ask it under my time except

I have a couple of questions that I would like to ask the Secretary.

First of all, let me say that I enjoyed your statement in which
you referred to the budget being "a truce between ambition and
scarcity." I think that is as good a way to put it as any. And we
are going to be talking about that. I think you and I disagree on
the balanced budget amendment, but we do agree on what the un-

derlying problem is. And I also agree with you that both the Con-
gress and the executive branch have been unwilling to make
choices in times past. I am not talking about this administration,

where I think we have made choices; we have made hard choices

in terms of raising revenue and cutting spending.

Mr. Secretary, let me ask you a few questions that I have a great

deal of interest in and you and I have talked about. You make the

observation that each year a significant number of additional chil-

dren are unable to enroll in Head Start on the path to lifelong

learning. The reason I reference this is you, then, go on on the next

page to talk about one-stop career centers already under construc-

tion by the States, is your phraseology. Again, I don't have the

page, but you remember the testimony.

Mr. Secretary, last year I included language which this commit-
tee supported, and which I have discussed with you and with Sec-

retary Riley and with Secretary Shalala, which in effect tries to

focus your three departments. They are inextricably related, in my
opinion. Give our people the skills so that they can compete in

world markets and here at home to have better jobs for better pay.

You mentioned Head Start, which is at the beginning of the spec-

trum of that training. Last year, my language asked you. Secretary

Shalala and Secretary Riley, to see how we can coordinate the pro-

grams that we have. All of us are concerned about the incredible

numbers of programs.
Every Member of this committee has a good idea. We put it in

the form of legislation and we call it program A and Mr. Dickey

has program B. They may be very closely related. They may both

be good ideas and the Congress adopts both, the President signs off

on both and you have two programs. Now, if Mr. Dickey and I had
gotten together some time ago, it may have been the Dickey-Hoyer
program and just one program. That is something we have got to

solve.

That is what this language tries to do under Secretary Riley for

education. He is the principal in this. It does this under Secretary

Shalala, in terms of health and human services and keeping people

healthy so that they can work. And you are the lead for job train-

ing.

Now, question: one-stop career centers. I am an advocate of ex-

panding the one institution that we all invest in in every commu-
nity in America. We call it an elementary school, but it can be

much more than that. And I would ask you, first of all, already



694

under construction by the States, what monies are they spending?
Where is that money coming from?

Again, it is my feeUng that this may be a redundant construc-
tion. What if you had an elementary school that has the elemen-
tary school function, that has the Head Start and early childhood
function, that has the health function. And then it could have the
job component for those young parents that bring these kids to

school, who may not have jobs themselves and can't access trans-
portation to go all over the place. They could do it here.

I really think in terms of reinventing how we do things—I have
been harping on this for a long time—it is a focus that all of us
on this committee, the most conservative to the most liberal, could
agree on. And it seems to me it ties in to the two things that I have
referenced in your statement, particularly this one-stop career cen-
ter. Can you tell me a little bit about that?

ONE-STOP SHOPPING

Secretary REICH. Yes, Congressman. In fact, Secretary Shalala
and Secretary Riley and I are working very closely together so that
the education programs, the Jobs Program under the welfare re-

form proposal, and also all of the job training programs in the
three departments, can be folded in together and regardless of why
somebody lost their job, regardless of the personal position of that
individual, they can get the kind of help that they need at a one-
stop setting.

These programs are not buildings that are being constructed.
These are sometimes at elementary schools. Sometimes they are at
unemployment insurance offices. Sometimes they are at community
colleges. They are places where someone could get the whole array
of services that are needed from unemployment insurance all the
way through job search assistance, job counseling, and good infor-

mation about where the jobs are, what the jobs are, and what kind
of training is necessary.
The States that have begun to do this most successfully are try-

ing an any-door-opens-all policy. Regardless of where you go for

these services, you can get the full panoply of services. I think your
notion of having elementary schools doing it is already beginning.
What we have discovered is that to the extent that we can get
these programs up and running, the duration of unemployment ac-

tually shrinks.
In fact, in the tests we have done in four States, the duration of

unemployment has shrunk from one-half to four weeks, because
people were identified very soon after they lost their job as some-
body unlikely to get the old job back again and then given direct

access to reemplo5rment services.

Again, the three Secretaries of the three departments are doing
everj^hing we can to put our programs together and make sure
that that one-stop career concept is utilized in all of these pro-
grams.
Mr. HOYER. Mr. Secretary, I have a lot of questions, and I know

other Members do. You have a report, three of you—that Secretary
Riley is going to give to us by February 28th. Hopefully, it will be
here by February 28th so that we can work it into subsequent
hearings on the budget. But if you would draw your staff's atten-
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tion to that to see how it might tie in to what we have been dis-

cussing, I would appreciate it.

Secretary Reich. I will. Thank you.
Mr. HOYER. Thank you, Mr. Chairman,
Mr. Porter. Mr. Miller.

CPI ISSUE

Mr. Miller. Last week, the Commissioner of Labor Statistics

was here, and I would like to pursue the question of the CPI issue
and where that stands, and after Chairman Greenspan made his

statements last week, has obviously been a significant factor.

You know, it is a large dollar amount we are talking about. What
is the process and the time line that you envision to look at this,

the whole issue of the substitution issues, the issues of quality, the
market basket issues and all of that as far as when it will be ac-

complished and maintaining the credibility and obviously the objec-

tivity of it. But I mean it is not something we want to take years
doing, but where do we stand on that £ind what do you expect?

Secretary Reich. Congressman, as I think you are aware, the
BLS was the first to even raise the issue that there might be,

might be, and I want to underscore the word, "might," be an over-
statement of the Consumer Price Index and the rate of inflation

overall through that market basket analysis.

The BLS was given funds, resources in the last Congress to

mount a set of studies and analyses. That is a two-and-a-half year,

and maybe I should ask the Deputy Director of the BLS to give you
more technical details, but that is a long-term study. It is a very
complicated study. You put your finger on the three aspects of it

that do need treatment: the market basket aspect, the substitution
question; that is, is steak the same thing as hamburger, and also

the quality.

How do you account for the fact, for example, that buying a new
pair of tires that costs more lasts twice as long? Is that different,

is that inflation or is that not inflation, and that affects, of course,

right across the board almost every product we have. These are
very complicated technical issues. Some of them are judgmental,
complicated, technical judgments, and there is a crew at BLS doing
this right now.

I want to underscore something that Congressman Obey said,

and I am sure everybody on this panel agrees with, and that is we
must not interfere politically in the technical work of the BLS be-

cause the sanctity and the integrity of those numbers is so vitally

important to the country. But if you have further questions
Mr. Miller. For two-and-a-half years, that is going to be a long

time. I mean why is it taking that long? It seems like there is a
lot more consensus of opinion that there is a problem, and maybe
as an incremental approach of change. But it seems like two-and-
a-half years is too long, in my opinion.

Secretary Reich. Well, if I may, Mr. Chairman, perhaps I could
ask Bill Barron, who is the Deputy Commissioner of the Bureau of

Labor Statistics, to respond in more technical detail to the question
you are asking. Is that permissible?
Mr. Porter. Yes.
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Mr. Miller. I know there was a meeting scheduled with Chair-

man Greenspan maybe this week or something.

Mr. Barron. Yes. It has been rescheduled until next week. Actu-

ally, just before coming up here I was very glad to receive a call

from the Majority staff of the House Budget Committee and I will

be meeting with them tomorrow morning, and I look forward to

that very much so that we can discuss these issues and a process

that they may wish to engage in with respect to Congress' exam-
ination of this issue.

Before I get into the CPI revision, let me just also mention that

with the release of the next Consumer Price Index on February
15th, we will be announcing and incorporating into the Index

changes in three components: food at home, generic drugs, housing,

two parts of housing actually, which will address, to the extent that

we know how to do so, and if I may, to the extent that anyone
knows how to do so, some of the biases that, as the Secretary point-

ed out, BLS has identified and now others have spoken about.

So we will have in very short order a change that will take place

with the very next release of the CPI. We estimate that change will

be about a tenth downward per year. It is not very much in a sta-

tistical sense, but I think the best estimates from the Congress and
the 0MB are that this will amount to a savings of about $600 mil-

lion, I believe it is. So that is a tremendous amount of money, and
we are incorporating those changes into the CPI in the best way
we know how to do it at this time. There are four biases that have
been identified, Mr. Miller, and these changes deal with two of

those.

The substitution bias is a complicated issue that involves updat-

ing the market basket. We received the funds for that this year.

We are already selecting a new sample of cities in which we will

go to collect prices for this market basket. We will need to deter-

mine how it is that we will price new items which we have not

priced before, and in January of 1998—for a complex process like

this—we will have a new market basket and we will begin publish-

ing a revised CPI.
Other aspects of the revision are going to go on for three or four

years after that. So this represents our best effort to do this as rap-

idly as possible. At the Secretary's request we have already cut a

year off of this schedule. Members of Congress sought that as well.

We have done the very best we can to do that particular change
as rapidly as we possibly can.

Now, I want to point out to you, though, that as we update this

market basket once, the issue that has been raised, Mr. Miller, is

whether we should update this market basket every year. That is

an issue—our practice has been every 10 years—and the substi-

tution of annual updates has been suggested by economists as a

way of dealing with how to better measure cost of living. Their idea

of how to do this is updating this every year. That is a decision

that we wish to seek advice from an outside committee to help us

with. We think that that is beyond our purview, given the uses of

the CPI.
Mr. Porter. Mrs. Lowey.



697

OSHA ENFORCEMENT

Mrs. LowEY. Thank you, Mr. Chairman, and welcome.
Mr. Secretary. I really had planned to talk about job training and

the involvement of the private sector, but there has been so much
talk today about fires, burnings, smoke and OSHA that I just

wanted to comment and ask you one brief question.

It seems to me that our goal as public servants is to bring about
a balance between regulation and making sure that the private sec-

tor is continuing to move ahead and providing jobs. We are all in-

terested in creating jobs. But I can't help but recalling my first ac-

quaintance with OSHA several years ago as a member of the Edu-
cation and Labor Committee, as we heard from those workers at

the chicken plant in Hamlet who remained after 29 of their col-

leagues died.

And as I recall the incident, the doors were locked because the

employer was concerned that an employee would leave with a
chicken. The doors were locked! The plant really did not allow the

free exit from that plant and 29 people died. And my question to

you is: Is it not true, that the average place of work only gets in-

spected once in 20 years? In fact, in enforcing OSHA regulations,

you are so shortchanged and you have so little staff, that the aver-

age worker really is not protected.

So although I understand that we really have to guard against

overzealous inspectors, overzealous government officials, just as we
have to guard against overzealous and ambitious owners of fac-

tories and corporations, we really have to bring some balance to

this. So perhaps you can comment on the number of inspectors,

whether that has improved. How often does a plant, an average
plant or a place of work get inspected to keep the average worker
protected?

INSPECTION SCHEDULE

Secretary Reich. Congresswoman, there are six-and-a-half mil-

lion workplaces in the United States. It is virtually impossible for

every one of them to be inspected regularly.

With regard to OSHA, there are 2,281 employees altogether in

OSHA. A little mathematics will show you that even if every single

one of those was an inspector out on the road, in the field, it would
be very difficult, if not impossible, to cover those six-and-a-half mil-

lion workplaces.
We must rely on the cooperation of American business, and the

voluntary compliance of American business. That is a competitive

advantage. It is not inconsistent with the bottom line. A healthy

and safe work environment, just like a well-trained work force,

gives you a competitive advantage.
Now, having said that, and I am sorry the Congressman is not

here—perhaps I would not have gotten very far, but I did want to

at least provide details as to what I did and why I did it, and I

hope for the record, Mr. Chairman, I will have an opportunity to

do that.

But OSHA resources are spread thin. There are fewer OSHA in-

spectors today than there were
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Mrs. LowEY. Mr. Secretary, if you would like to proceed, you cer-

tainly may and I will save my question on job training for the next
round, if you would like to proceed after you finish your comments.

Secretary Reich. There has only been one occasion since I have
been Secretary of Labor in which an employer, after having learned
of the death of an employee, and after having the OSHA field staff

tell that employer that the reason for that death was a failure to

comply with OSHA regulations, only one instance in my entire ex-

perience here as Secretary of Labor that that employer has said we
don't care. We are not going to come into compliance. We don't

think that we are not in compliance, and we simply are not going
to do anything about it.

And after that employer actually sustained a loss of life, then
there were other employees who had major, serious injuries. Only
one occasion where I had that—I faced that kind of recalcitrance,

that kind of complete insensitivity and absolute refusal to guard
the safety of employees, and that was the particular instance that
we were just talking about. I am not going to tolerate that. I am
sorry. I have got to call it as I see it.

When employers are going to flagrantly violate the law, I have
to act. I have no choice. I have to, in the last analysis, I have to

protect workers. Sometimes it is not popular. Sometimes the local

press is very upset. Sometimes even the district courts don't fmd
an imminent hazard. This issue is still under litigation, but I have
to do what I have to do.

Mrs. LowEY. Well, I am sure that this discussion will continue
when my colleague returns, but I have used my time, and we will

continue on job training on the next round. Thank you very much.
Mr. Porter. Thank you, Mrs. Lowey.
Mr. Dickey.

COST OF REGULATIONS

Mr. Dickey. Secretary Reich, have you all ever made any deter-

mination as to what regulations cost businesses and consequently
the consumers from regulations?

Secretary Reich. Yes, Congressman. With regard to almost all of

the regulations that the Department of Labor undertakes, the new
regulations since I have been Secretary of Labor, there has been
an analysis of not only the benefits of regulation, but also the bur-
dens of regulation, and I have made it very, very clear, even if the
statute does not require it, and many statutes, as you know, do not
require it, have made it very clear that we cannot go forward. And
in my view, it is not in the public's interest to go forward with the
regulation unless the benefits to the public outweigh the burdens
to business and indirectly to the public.

Mr. Dickey. Let me ask you this: Do you know of a situation

where an OSHA or any other inspection—no, no, let's leave it just

at OSHA—that an OSHA inspection has been completed without a
fine being levied?

Secretary Reich. I do know of instances where there are quite

a number of inspections without fines being levied. If you want
more detailed information, and Mr. Chairman, if you would allow
me to, I would be happy to call Joe Dear, who is the Assistant Sec-

retary for Occupational Safety and Health and he could give you
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sible.

Mr. Porter. Absolutely.

WORKPLACE INSPECTIONS

Mr. Dickey. I want to know if you know a percentage. A percent-
age or a number.
Mr. Dear. Representative Dickey, Mr. Chairman, I am Joe Dear,

Assistant Secretary for OSHA. OSHA conducted about 41,000
workplace inspections in fiscal year 1994. The majority of those,
approximately three-quarters, would have found serious violations
of some OSHA standard.
A number of those, an appreciable percentage, would have been

what we term in compliance. That is, there were no violations on
the inspection. But it has been noted here that OSHA has devel-
oped, and we report to the Appropriations Committee, our program
in terms of inspections conducted, violations found, and penalties
collected.

I think that is very interesting and important information. It is

not, however, the information OSHA should be reporting, which is

the results we achieve in partnership with business and labor in
the reductions of injury, illnesses and deaths in America.

In our fiscal year 1995 program, the goals that I have committed
to delivering to the Secretary
Mr. Dickey. I am just asking how many? How many in numbers

or percentage, and you said that 25 percent is what it was?
Mr. Dear. I will get a precise number for you, but it is not true

to say that all OSHA inspections result in the finding of violations
and the assessment of monetary penalties.
[The information follows:]

In FY 1993, 25% of OSHA's inspections were classified as being incompliance. In
FY 1994 the number rose to 29%. An additional 12% of OSHA inspections in FY
1993 involved citations for violations for which no penalties were assessed. This
number rose to 13% in FY 1994.

Mr. Dickey. You are going to have trouble convincing people who
I talk to, do you follow me? But that is not our business right now,
but if you can get that figure to me I would appreciate it.

All right. Secretary Reich, this is going to be fairly controversial,
but what if we just eliminated OSHA completely. Tell me what you
think would happen out there as far as the way employers treat
employees?

SAFETY AWARENESS

Secretary Reich. Congressman, in 1973, right at the start, near
the start of OSHA, there were 11 injuries and illnesses per 100 em-
ployees. Partly because of OSHA's efforts, partly because of a great
deal of consciousness raising among employers, and I credit OSHA
with that, there are now 8.5 injuries and illnesses per 100 employ-
ees.

On deaths we have even a better record. That is, in 1973 there
were 9.4 employees killed per 10,000 employees. We are now down
to 5.5 killed per 10,000 employees. I believe, and again there is a
way to go; you are not going to find me in any way satisfied with
where we are. I think we can go
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Mr. Dickey. My question is, if we just eliminated OSHA alto-

gether, do you think there would just be rampant injuries, rampant
deaths and do you think that employers would totally disregard
safety measures.

Secretary Reich. I don't think that employers would totally dis-

regard, no. I think most employers, as I said before, are concerned
about the health and safety of their employees, but I do think that
we would risk what we did risk before the creation of OSHA, and
that was an inordinately high degree of injury and illness and also

death at the workplace.
Right now, today, we are still not out of the woods. There are 17

workers killed every single day at work. If OSHA is doing its job

well, it is bringing down those numbers. It has brought down those
numbers, but I will tell you, I am the first to agree with the
premise inside your question, which is that we have a long way to

go. We can do it better. We can make it easier on employers, and
not sacrifice worker health and safety.

Mr. Dickey. That is all.

Mr. HOYER. Mr. Chairman, did we hear correctly? Seventeen
workers a day are killed on the job?

Secretary Reich. I believe—^yes, 17 workers a day, on average.
Mr. Porter. Mr. Riggs?
Mr. Riggs. Thank you, Mr. Chairman. Mr. Secretary. The last

time I saw you was actually at Harvard at the JFK School of Gov-
ernment. You probably don't recall, but I was going through new
member orientation, and I guess that program now is no more.

Secretary Reich. You did very well, I understand.
Mr. Riggs. Time has brought some great changes for us both, I

suppose. I want to follow up on a specific concern regarding OSHA
that I think has some larger policy implications.

REGULATORY STANDARDS

We, myself and members of my staff, visited with the Assistant
Secretary last week regarding some concerns that the timber in-

dustry of northwest California, my district, have with respect to

pending OSHA regulations that are scheduled to go into effect next
month. It is troubling to me, Mr. Secretary, that the Federal Gov-
ernment is imposing restrictions on an activity within our State
and our district that are more restrictive than those imposed by
the State, CALOSHA.
My question is, couldn't we realize a significant cost savings to

the Federal taxpayer if we deferred more to State judgments in

areas such as this? In addition, would you acknowledge and stipu-

late to regulatory overlap between your agency and CALOSHA,
and what can we do to address that problem? That, going back to

Mr. Dickey's question, ultimately results in a very significant com-
pliance cost factor for private businesses and industry.

Secretary Reich. Congressman, let me respond with a broad
overview of that issue, because we have spent a lot of time and I

have spent a lot of time thinking about it, worrying about it and
acting on it. Then, with your permission, if Joe Dear has something
to add, I would like to ask him, and Mr. Chairman, with your per-

mission, I would like to ask Joe to come back.
Mr. RiGGS. Certainly.
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Secretary REICH. One of the reasons that we have national regu-
latory regimes like OSHA is because the American business com-
munity does not want to deal with 50 or 51 separate regulatory
standards. And I have again and again struggled with this issue.

We have the issue with ERISA right now.
The question of whether we want to allow States to develop their

own insurance and health care standards and basically amend or
override ERISA, which now preempts State laws is an issue that
divides the business community right down the middle. Small busi-
nesses tend to like State regulation. They tend not to like Federal
regulation. Large businesses don't want to deal with a lot of dif-

ferent regulatory standards.
As Congressman Obey said at the start, OSHA was created in

part on the foundation of industry-wide standards that have been
already established on a voluntary basis, but that were national
standards affecting industries and simply put into the regulatory
regime. And so, yes, we need to cooperate and work very closely
with the State OSHAs and we will continue to do that. But the
issue of whether you want State or Federal is a very, very com-
plicated and a very difficult, difficult problem.
We are going to work to avoid overlap to the extent that we can.

But again, I am, frankly, not sure of the trade-offs between the ad-
vantages to business and the disadvantages, if you are just simply
talking about businesses' perspective of the State or the Federal
approach. Joe, do you want to add to that?
Mr. Dear. You have illustrated a very interesting question, be-

cause OSHA is late. The State of California has already addressed
the issue of logging safety before there were effective national
standards. OSHA then updated its standard. The State of Califor-
nia will have an opportunity to show that what they have in place
is as effective as what we do. Your constituents, who have devel-
oped a way of complying with those standards, may not be subject
to any change.
We will respond to your specific inquiry shortly with respect to

that. But presently. States have an opportunity to regulate where
OSHA does not, and they may exceed OSHA regulations if they
choose to do so. But we attempt to establish a uniform minimum
at the Federal level, and then allow experimentation of the 23
States which operate their own OSHA enforcement programs.
Mr. RiGGS. I will pursue this further, because I don't think we

resolved the issue of whether or not there is effectively a Federal
preemption in the area of worker safety, but I also want to point
out, because again, I think it goes back to what Mr. Dickey was
saying, and that is that regulatory compliance costs have become
not only a fact of life, but a fixed cost for American business. And
to the extent that we can reduce those costs and at the same time
generate a cost savings for the Federal taxpayer that, hopefully,
will be applied to deficit reduction, I think it is a win/win situation.
I just want to put that out on the table and I will hold my other
questions for the next round.

JOB TRAINING CONSOLIDATION

Mr, Porter. Mr. Secretary, you are consolidating, as you men-
tioned, 50 programs under your control and some of them with

88-460 95-23
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other departments' job training programs. Shouldn't Congress just

start eliminating some of these programs by zeroing them out?
Wouldn't that help? Are you about to propose that? You are shak-
ing your head, yes?

Secretary Reich. Yes. In fact, we have. Last year, Congressman,
we recommended the elimination of several programs, several pro-

grams of which Congress did zero out, some Congress did not zero
out.

I think one way of consolidating, a simple way of consolidating
is to zero out programs and to make the remaining programs be-
come authorizing vehicles through which you can achieve a greater
degree of customer service and efficiency.

Mr. Porter. Will there be changes in the law required to do
that?

Secretary Reich. I believe so. I think to make sure that there is

accountability, and I want to stress this. Merely consolidating pro-

grams is not enough I am not a believer in substituting one bu-
reaucracy for another, block granting of the States.

If there is not real accountability to the people who need these
programs, accountability with regard to ensuring that these pro-

grams are serving the public as they should be serving, then we
are not really getting anywhere. In order to assure accountability,

in order to get the kind of consumer report card that I alluded to

earlier, it is probably going to be necessary to have new authoriz-
ing legislation.

Mr. Porter. Do you want to share with us now the programs
that you are suggesting that we zero out?

Secretary Reich. I can't share with you the programs that are
going to be in the President's budget, which is going to be an-
nounced February 6th, simply because I am not permitted to do
that. I am perfectly happy to share with you the programs that we
have already with regard to the 1995 budget and publicly sug-
gested that be eliminated or consolidated. I think you have a list

of them.
Mr. Porter. Those are in your book, though.
Secretary Reich, The Clean Air Act, the Employment Transition

Assistance Program. I mentioned already the Targeted Jobs Tax
Credit Program.
Mr. Porter. That is not under our jurisdiction.

Secretary Reich. No. That one is not. The others are. The Job
Training for Homeless Demonstration Program. We have and had
recommended substantial cuts in other programs such as the mi-
grants and seasonal farm workers.
Mr. Porter. Let me ask you about one of the other programs.

Some of the youth job training programs funded under Title II of

the JTPA; last year you proposed reductions in the Title II pro-

grams and we did that. Are you going to suggest further substan-
tial reductions in those programs?

Secretary Reich. Again, Mr. Chairman, I don't want to get ahead
of the budgetary process in terms of the President's final decision-

making. That will be submitted. But let me just say in general that
in the past two years I have recommended cuts in JTPA Title II

(c) for one simple reason. On the basis of the evaluations I have
seen, and my initial judgment is substantiated by an associate
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study that is indicated here, we are not yet getting the pay-back
we need to get from the Title 11(c) programs. There are, however,
some silver linings in the clouds.
We know what seems to be working, certain kinds of program de-

signs do seem to be working. We can't quite shift the entire pro-
gram into those new program designs fast enough, and that is why
in the past two years we have recommended a decrease until we
can get the entire program up to where it should be.

DISPLACED WORKER TRAINING PROGRAM

Mr. Porter. Let me ask about the Displaced Worker Training
Program under Title III. In fiscal 1993 we increased it from $566
million to $1.3 billion, an increase of over 125 percent. What re-

sults are we getting from that substantial increase in that pro-
gram?

Secretary Reich. Mr. Chairman, our preliminary analysis indi-

cates that we are having quite substantial results. The gain to indi-

viduals from every year that they are in a training program where
they have lost their job is approximately 6 to 12 percent in terms
of future earnings. With that program, given the amount of
downsizing in the economy right now, and given the amount of job
changes that Americans are experiencing due to structural change
in the economy, international trade, and technological changes, we
are experiencing, the American public is getting quite a big payoff.
Mr. Porter. Are States able to effectively spend these large

funding increases?
Secretary Reich. Yes, they are. I read the report. I don't recall

whether it was the Inspector General or the GAO, indicating that
the States are not spending that Title III money. That may rest
upon a misunderstanding. We specifically have been working with
the States to make sure that there is enough money left so that
if somebody begins a two-year program or a year-and-a-half pro-
gram, some program that extends beyond a year, that there is

money in the kitty for them to finish that program.
There is nothing worse than starting one of these training pro-

grams at the community college and not being able to finish be-
cause the funds ran out. So that is where those unsuspended funds
come in. They are committed with regard to individuals already in
the program.

SUMMER YOUTH PROGRAM

Mr. Porter. Mr. Secretary, how effective is the Summer Youth
Program?

Secretary Reich. The Summer Youth Program.
Mr. Porter. Is it a high priority for the Department?
Secretary Reich. The Summer Youth Program is a moderately

high priority. Most of our studies, and we have a study from last

year's youth program, showed that the work experiences are mean-
ingful.

We have tried to integrate those work experiences with edu-
cational experiences during the summer, so that it is not simply a
matter of work. As Secretary Riley might have said, many young
people lose by September much of what they gained by June in

terms of additional learning. And studies show that if you can com-
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bine work during the summer with some class work, refresher

courses, you can keep them up to where they were in June.
Indeed, the summer youth experience in many cases has been an

entre into the world of work for many young people that otherwise
don't have any idea what the world of work looks like. Our goal is

to merge that Summer Youth Program into an overall school-to-

work framework, so that young people can be working in 10th and
11th grade part-time outside of school in the same kind of jobs they
have during the summer.
Mr. Porter. Thank you, Mr. Secretary.
Mr. Stokes.

WELFARE-TO-WORK

Mr. Stokes. Thank you, Mr. Chairman. Mr. Secretary, I would
like to go back again to your document, "What Is Working, What
Is Not". On page 5, Roman numeral V, you make reference there

to welfare-to-work programs for poor, single parents at the bottom
of the page. In light of the current interest in welfare reform here
in the Congress, let me ask you about this.

Right after citing welfare-to-work programs for poor, single par-

ents, the document says, these programs mandate education and/
or job search for AFDC recipients. You say further that numerous
evaluations of these interventions have found that—and then you
have several findings.

One of the findings is that mandatory programs generally
produce significant, but modest positive effects on earnings and
employment and slight declines in welfare recipiency.

Then skipping over to the next page, and I will skip a couple of

the findings there and go to the two that I want to refer to. One
says, overall levels of poverty, welfare receipt and unemployment
remain high even after participation in these programs. For exam-
ple, 80 percent of the participants in California's welfare-to-work
effort had family incomes below the poverty line three years after

entering the program. And then the last one says, programs ori-

ented towards job search have so far been more successful than
programs emphasizing basic education.

Let me take it just a little further so you might elaborate upon
it. I am particularly concerned about that last finding in light of

the fact that, just this morning. Secretary Riley, in his testimony,
said that about 44 percent of all of the people on welfare roles are

high school dropouts, and 82 percent of all of the people in the Na-
tion's prisons and jails are also high school dropouts.
And then a chart that we received from some of your people last

week showing unemplo3nTient rates for persons 25 years and over,

by educational attainment and with averages for 1994, shows 9.8

percent unemployment for those who have less than a high school

diploma; 5.4 percent for those that are a high school graduate but
have no college; 4.7 percent for some college and no degree; and 2.6

percent for those who are college graduates. So, it is a little confus-

ing when I look at some of the data findings that come out of that
particular section. I just wonder if you could elaborate a little bit,

and if you might also, add something about the two-year cutoff that

is in the President's reform.
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Secretary Reich. Congressman, several points. First, there is, as
I indicated in my opening statement, a widening gap in income and
also in benefits, health and pension benefits, between people in the

work force who have a four-year college degree, on the one hand,
and people who only have a high school degree or less on the other.

People who have dropped out of high school and have not gained
any further education have experienced the most precipitous drop
of any, socioeconomic group in this country with regard to wages
and benefits, and that has been the case over the past 15 years.

The first and most important goal of public policy therefore in this

area must be to keep young people in high school, and get them
to graduate high school.

Secretary Riley and I have worked very hard on trying to develop
a school-to-work framework in which young people who might oth-

erwise be in danger of dropping out, or even young people who
have dropped out go back to school because they see the relevance
of what they are learning in the classroom for the world of work
that they otherwise might be able to get.

I have been all over this country looking at programs for young,
disadvantaged people that work. Recently, I was in Boston. One
young woman came up to me and said something that no person
has ever said to me before. She didn't even say hello. She said the
following, with a big smile on her face. She said, I love geometry.
And I asked her why. And she said that she was learning geometry
in the morning and applying geometry in the afternoon in one of

these school-to-work programs. She could see the relevance of what
she was learning in the morning directly to what she was doing
with that learning in the afternoon.

And the point is not that she was going to go into a job that nec-

essarily utilized geometry for the rest of her life, but she was going
to stay in school. And Secretary Riley and I are intent on integrat-

ing as many of those youth programs, education, job training pro-

grams, particularly for disadvantaged young people, to get them to

stay in school, and then to give them the opportunities for getting

additional skills beyond high school. It need not be the diploma
that divides winners from losers in this society.

Now, the findings that you suggest about the importance of job

search and on-the-job training are absolutely correct. There is a
consistent finding that if we can help people not simply get train-

ing, not simply get a high school degree, but also find the job, get

placed in a job, we have a much better likelihood of having that

person get a job and keep a job.

Seventy percent of people on welfare do get a job within two
years, right now, right now. The problem is that the majority of

those people get off the job rolls and back on the welfare rolls at

some later point. And the objective has got to be to keep people in

the work force. In fact, prevent them from falling into welfare in

the first place. And the President's plan is designed to do just that,

emphasizing job training, job placement, and child care to make it

possible for people to get jobs.

Child care is a tremendous problem that many poor working peo-

ple face. And, finally, making work pay as we talked about before,

I hope that answers your question.
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Mr. Stokes. Thank you very much, Mr. Secretary. Thank you,
Mr. Chairman.
Mr. Porter. Mr. Bonilla.

HISTORY OF THE DAVIS-BACON ACT

Mr. Bonilla. Mr. Secretary, I would Hke to talk about Davis-
Bacon for just a second. Could you enlighten me on the history of
that act, because we have done some research and found some in-

formation. Is it correct that in 1931 the act was explicitly racist in

its origin, in its text and especially its legislative history?
Construction unions, which were largely white in the first half of

the century, wanted to shut out black workers who were moving
to the cities from the rural South and were willing to work for less

money than union workers. Bacon originally offered the bill be-
cause the Veterans' Bureau Hospital, in his Long Island district,

was being built by an Alabama contractor who used black workers.
It is my understanding of the history of the Davis-Bacon Act, and

I wonder if you know the same or would like to comment on the
history of the Davis-Bacon Act.

Secretary Reich. Congressman, I have heard that historic allega-

tion. I cannot comment on its truth or falsity. I know that Mr.
Davis, Congressman Davis and Congressman Bacon were good,
solid, stalwart Republicans and I don't think that they harbored
any racist views. But I would be happy to look into the history and
get back to you on that.

Mr. Bonilla. I appreciate that. And I also would like to com-
ment, because there has been comment on this panel throughout
the day about the history of laws and how they developed and how
there are problems today, and I, for one, want to go on the record
that I don't care who created them. If there are problems today, we
want to deal with them today, whether they were created by Re-
publicans or Democrats, in any ways.
The Davis-Bacon Act, according to the Congressional Budget Of-

fice, it claims that the repeal of the act would save $3.1 billion over
the next five years. Do you agree with that?

Secretary Reich. That is the estimate that I have seen as well.

Mr. Bonilla. Do you believe that estimate is true?
Secretary Reich. Again, on the evidence that I have seen I think

it is certainly within the range. Congressman. Let me just say that
this is not a new debate, this debate has been going on for years
about the wisdom and purpose of the Davis-Bacon Act.

My understanding is that its purpose originally and its purpose
in an ongoing way was to maintain prevailing wages in a particular
geographic region. The government, as a purchaser of contracting
services, as a purchaser of goods and services, tends to often be a
10,000-pound gorilla, as we all know, because it comes into an area
and has a great deal of bargaining power.
The Davis-Bacon Act was designed, as was subsequently the

Service Contract Act, to maintain prevailing wages and not allow
that 10,000-pound gorilla to undercut prevailing wages. Now, we
may have—and again, there has been a lively debate around this

issue—should the government undercut prevailing wages? Is it im-
portEint for taxpayers to save the money or is it important to main-
tain the prevailing wage rates in an area?
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Embedded in that question are all kinds of value judgments and
I can tell you that this administration supports the Davis-Bacon
Act and will continue to support it.

NATIONAL COMMISSION FOR EMPLOYMENT POLICY

Mr. BONILLA. The final question I have is about a book I brought
with me today, and I know you have addressed this before, but re-

ceiving this 300-page document from the National Commission for

Employment Policy. As you can see, it is a monster in itself, and
I appreciate having this as a reference guide, but I think you would
agree that this thing needs to shrink to about the size of the publi-

cation that you presented earlier, wouldn't you say?

Secretary Reich. Well, I don't want to be understood to criticize

the National Commission on Employment Policy. I am proud of this

lean, mean little document we have here.

Mr. BONILLA. Thank you, Mr. Secretary.

Mr. Porter. Mrs. Lowey.

DOL ROLE IN JOB TRAINING

Mrs. LowEY. Thank you, Mr. Chairman.
I want to go back to the whole issue of job training. Because with

our economy changing and with jobs in particular areas disappear-

ing, whether we like A, B, C job program or not, if one isn't work-
ing we have to figure out some way to train these workers for the

21st century. And sometimes in this debate here and on the Floor

I have a feeling that rather than debating a vision for the 21st cen-

tury we are all exhibiting—some of us—nostalgia for the 19th cen-

tury. So as we think about job training programs I think it is very

important that we figure out how we can make them work.

In fact, just recently the Comptroller of the State of New York
released a report that was very critical of the jobs program. And
some of us would say, well, get rid of all of them. And others would
say, well, how can we make them work?
With the impending focus on welfare reform, many of us feel it

is absolutely critical—if we are going to shake up the welfare re-

form offices and system as it is now, a focus on job training and
child care at the front end is absolutely essential.

I wonder if you could provide for the record, number one, if we
just got rid of all of the job training programs, what kind of data

do we have? A number of individuals who would be denied edu-

cational training? Or if the job training programs were eliminated

or substantially reduced, would the private sector just pick it all

up? I know we discussed that before, but I wish you would clarify

it.

Number one, how many people would be hurt, approximately,

wouldn't receive the training, wouldn't receive the education? Do
you feel that the private sector could take over the whole role of

retraining?

And perhaps you could elaborate on the Department's role in

helping the States make the most of these training programs. Be-

cause it is clear, if they are such a failure in some of our States,

the Department in the past just hasn't done a good enough job. As
an advocate of one-stop shopping I know the direction that you are

heading in, but perhaps you could address those three areas.



708

Secretary Reich. Yes, Congresswoman. The reason that we put
together this research is precisely to rebut the assumption that
some people have that job training doesn't work. There is an abun-
dance of evidence that it does work.
Not all of it works. You have got to know what works and what

doesn't work so that the dialogue can be less ideologically charged;
it can be much more practical and pragmatic according to the testi-

mony along the lines that you suggested.
There are programs that work. It is not just important for people

coming off of welfare; it is not just important for people moving
from job to job because of downsizing or technological displacement
or international trade displacement. It is also vitally important for

the average working person who wants to upgrade his or her skills

throughout his or her working career.

Job training is now not something that is a luxury or an add-on.
It is something that everyone must be undertaking in one way or
another, financed publicly or privately or by individual companies.
Why can we not expect companies to take the entire tab? I al-

luded to this before. It has to do with the so-called free-rider prob-
lem. Companies are very reluctant, for understandable reasons, to

train people in general skills that are equally applicable to other
industries or other competitors. This is why there are public insti-

tutions. Economists understand that there is a market failure in a
sense with regard to the incentives operating in an individual com-
pany.
Companies, the best companies, do spend 2, 3, 4 percent of pay-

roll training their workers, and we are doing everything we can to

encourage companies to do that and to do more of it. But in the
end there is still going to be a less-than-optimal amount of training
going on.

You also asked what can we do to help States make the most of
their job training? Congress enacted a law which requires States
to profile UI claimants, and we are providing funding. This is not
an unfunded mandate. We are providing States with the funding
to do this, to identify people when they lose their jobs, people who
are unlikely to get the old jobs back again.
You know, in the old days when we had an unemplo3rment insur-

ance system it was very likely that you would get your old job back
again when you were laid off. In fact, even the language we used,
laid off, implied that you would be back on the payroll at some
point after the recession ended, after the down turning.

But, these days, 75 percent of the people who lose their jobs do
not get the old job back. They have to get new jobs. So that this

identification process subsequently, after someone is identified who
doesn't get the old job, is not likely to get the old job back again.

States are required to refer that individual to the whole range of
reemployment services that are now available.

And we know from pilot projects that we have done, that this

process of integrating State and Federal reemployment programs
has substantially reduced the amount of time someone is unem-
ployed.

I think there is a great deal we can do more of with regard to

the one-stop career centers. We are working with States on this

right now.
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Your final question, how many people are engaged in retraining.

The number of people in emplojrment and training programs spon-
sored by the Department of Labor for fiscal year 1995 is the sum
total of 2,307,000 Americans.
Mrs. LOWEY. Well, just in closing, because I think my time is up,

I know that both sides of the aisle share a commitment to the bot-

tom line, which is making sure people are employed and getting
jobs. And I think it is going to be more important than ever before
in this debate that we document and really educate Members as to

the successes and that we work together to cut out those that real-

ly aren't working.
When I look back to my time in the 1970s, frankly, the most suc-

cessful programs provided a simple identification of a need in

Queens and in Brooklyn for plasterers, because they were rehabing
all the brownstones. We gave employers incentive to hire people, to

train them, and then they gradually picked up a salary at a certain
percent when they felt that they could.

In any event, I think we really have to look at the models that
are successful; and, hopefully, we can work together in a bipartisan
way to replicate those and work together to eliminate those that
aren't working.
Thank you, Mr. Secretary.
Mr. Porter. Thank you, Ms. Lowey.
Mr. Istook.

ERGONOMIC STANDARDS

Mr. Istook. Thank you, Mr. Chairman.
Secretary Reich, earlier you were questioned about the ergonomic

standards that are being developed and explored. I think in re-

sponse to a question you indicated that they had not yet come to

your desk for final action or review or something like that. I am
sure there are preliminary ways in which they have come to you.

I am interested to know, both from what you can share today
and if you could supplement it in a more detailed fashion for me,
what to date has been the cost of the efforts to develop these stand-
ards. And I am speaking, of course, not only of the direct personnel
costs. I am sure there have been different consultants that have
been involved. It has not been totally within the Department of
Labor. I presume you may use NIOSH. You may use other depart-
ments and agencies.
And I am looking for as full a picture as I can on what has been

expended to date and is the expectation of expense to complete the
effort and then of the enforcement mechanism. Because, as you and
I both know, it can be much more tedious and difficult to enforce
an ergonomic standard than many other standards in the work-
place.

What can you tell us about the number of people that have been
working on it, the expense to date? And what—^what can you tell

me, off the cuff, so to speak? And then supplement it later if you
would.

Secretary Reich. Well, Congressman, this is going to be very off

the cuff, back of the envelope, because I don't have the information.
Mr. Istook. Certainly.
Secretary Reich. I will get you the specifics on this.
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[The information follows:]

Cost of the Development of the Ergonomics Standard

From FY 1989 through the first quarter of the current fiscal year, OSHA has obli-

gated an estimated $3,627,000 for salaries and related expenses to support the de-

velopment of a proposal for an ergonomics standard. Included in this total is an esti-

mated $1,520,000 which was obligated by the prior administration and a total of
$2,532,000 for contracts. In addition, the Department of Energy obligated $321,000
for contract support in FY 1994, the results of which were available to OSHA staff.

The National Institute for Occupational Safety and Health estimates that an esti-

mated one to two FTE were devoted to the development of this standard since the
faU of 1993.
OSHA estimates that an additional $2,887,000 will be required to complete this

project. This estimate includes the cost of training and eqviipment for OSHA compli-
ance officers and the development of outreach materials to assist employers.

Secretary REICH. There has been a small team working in OSHA
to develop the standard. I am aware of a team that has six or seven
people. They have been working full time for about a year.

But I have not yet seen the final recommendation. I didn't mean
to imply that I have been involved in creating the standard. I have
literally not seen it. I have talked with the Assistant Secretary for

Occupational Safety and Health and his Deputy with regard to sev-

eral rulemaking matters, but I have not actually met with any staff

on the issue to date.

STANDARDS SCHEDULE

Mr. ISTOOK. What is the time line under which you are currently
operating on those standards?

Secretary Reich. I have asked the Assistant Secretary to submit
to me a proposed standard, as quickly as possible, for a determina-
tion as to whether to move toward rulemaking. I want to make ab-
solutely sure that this standard is designed in such a way that the
benefits to the public exceed the burdens on business. I want to be
very careful about this standard, because I have heard from con-
cerned citizens that there was some worry about it. I believe that
OSHA is now balancing my desire for expediency with my desire
for care.

Mr. ISTOOK. I would appreciate whatever information you can. I

realize you have two separate t3rpes of burdens, if you will, one the
public burden that is borne by employers and the workplace, and
the government burden as far as having the resources that are nec-
essary to enforce something that could be as involved as those are.

So information you can get to supplement both aspects would be
very much appreciated. I understand the difference between having
figures nailed down and back of the envelope, as you say.

[The information follows:]
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PROJECTED COSTS FOR ENFORCEMENT OF AN ERGONOMICS STANDARD

Reports of disorders due to repeated trauma have increased
dramatically in the last 10 years, according to BLS figures. These disorders

represent more than 60% of all lost time illnesses. They went from 282,000 to

302,000 between 1992 and 1993 alone, 4% of all injuries and illnesses. The

rate went from 36.8 to 38.2 per 10,000 workers. These figures do not include

back injuries due to frequent or heavy lifting.

Work-related low back pain accounts for 16% of all workers compensation

claims but 33% of the costs, according to Webster and Snook (1994). Workers
compensation costs for low back pain and for upper extremity disorders

averaged more than $8,000 per case in 1990, according to Liberty Mutual

Insurance Company researchers

.

According to a recent article in the American Journal of Public Health,

4.75 million workers experience significant back episodes per year from

repeated activities at work such as lifting, pushing and pulling.

The cost of these disorders in human terms cannot be reduced to monetary

value. The estimated cost in workers' compensation alone is over $20 billion

per year.

Based on the best available information at both the state and national

levels, there is no industrial sector that does not have at least pockets of

jobs that are high risk for causing the development of work-related
musculoskeletal disorders. These high risk jobs are found in firms of all

sizes

.

We are currently finalizing our preliminary economic analysis. The

precise estimates of costs and benefits depend on policy decisions by OSHA and

the Department related to the scope and requirements of a proposed standard.

We are not, therefore, able at this time to provide specific preliminary cost

information. When OSHA publishes its proposed standard it will publish a

preliminary economic analysis which will present a detailed discussion of the

estimated numbers of workplaces with high risk jobs and the estimated number

of workers in those jobs. The analysis will also present a detailed

discussion of both costs and benefits. We will provide the preliminary
economic analysis to you as soon as it is available.

OSHA does not estimate any extraordinary costs to the agency for the

enforcement of the standard. The agency estimates that approximately $360,000

will be required to support the development of outreach materials, develop

training for compliance officers, and procure requisite equipment. Besides

this cost, the conduct of inspections to determine compliance with the

standard would become part of the regular work of the agency. Inspections for

compliance with this standard would also be conducted as part of a national or

special emphasis program or in response to formal employee complaints.
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JOB TRAINING SUPPLEMENTS

Mr. ISTOOK. I would like to follow up, too, on something that you
were talking about with Mrs. Lowey. I know that the President has
made announcements of intention of consolidating some of the myr-
iad job training programs. I have not, however, seen any specifics

other than a generalized announcement. Is that because those spe-

cifics are not yet ready, because they are awaiting the State of the

Union Address or what?
Secretary Reich. The specifics with regard to financing will be

found within the President's budget, which will be available on
February 6.

Mr. ISTOOK. Because obviously that could have tremendous im-

pact on the appropriation of this group.

A conceptual question. Right now, of course, we have a series of

job training programs that people are required to select their skill

without necessarily knowing that they will get a job that matches
up with that skill. That is an inherent weakness in the current sys-

tem. You try to predict where the vacancies and opportunities will

be but you can never achieve a perfect match there.

I would be interested in your thoughts on the concept of rather

than having job training in advance of employment, if we should
be seeking ways to assist businesses for the job training of a person
that has been newly hired. Some of it might be for generalized

skills and other skills that are particular to that job, if it might not

be a more efficient mechanism if we were trying to link the job

training to a person that already has a job there and then we have
through tax policy, through a program payment or whatever it may
be of then providing the training at that point.

Secretary Reich. Right now under Title III of JPTA, the local

service delivery areas do have some discretion with regard to pro-

viding on-the-job training supplements, helping employers bear
some of the burden of on-the-job training. With some disadvan-

taged groups this has shown to be very effective.

Our evidence on what is working and what is not on the basis

of a lot of empirical work, supports the proposition that on-the-job

training, particularly for disadvantaged people, can be advan-
tageous. The problem is designing the kind of incentive structures

that will avoid gaming the system. In my view, the targeted jobs

tax credit, which was designed to be just the kind of tax incentive

that you are suggesting, is needed, but the current program has
not proven to be an incentive to hire more people and train them.
One possibility, and I would be very eager to work with you, is

that maybe we want to turn it into a targeted jobs training tax in-

centive so that in order to qualify, the employer has to provide on-

the-job training. That might be a step in the right direction and
avoid the gaming going on in which employers might have hired

the person anyway.
Mr. ISTOOK. While a huge overhaul of the situation is under con-

sideration, that is one possibility I would be interested in exploring.

Mr. Porter. Mr. Miller.

worthiness of the DAVIS-BACON ACT

Mr. Miller. Two questions.
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Last year on the Education and Labor Committee I asked you
the question about the Davis-Bacon. As an issue that has outHved
its usefulness, I know you are talking about raising the threshold

to $100,000, hasn't it lost its meaningfulness? We are talking about
billions of dollars over a period of years. You didn't give a strong

and sterling defense of it last year. How do you defend Davis-

Bacon?
Secretary Reich. I will try to give a sterling and strong defense

right now. I refer back to a comment I made in this hearing, the

original intent I think is still quite relevant. Government as a pur-

chaser has an enormous amount of purchasing power. The govern-

ment on its own as a purchaser can and often does, if it were not

for the Davis-Bacon Act, push down prevailing wages in an area.

That is where some of the putative savings come from with repeal-

ing Davis-Bacon.
The question is, do you want to gain those taxpayer savings on

the backs of workers in an area that otherwise would have had
higher prevailing wages were it not for the government pushing
down wages. I think an argument can be made on the ground of

fairness of what workers should expect to earn, that government
should not use its bargaining leverage in ways that reduce prevail-

ing wages.
I respect other points of view. Others may tip the balance in

favor of taxpayers broadly and against those workers in a particu-

lar area, but it seems to me that placing the burden of those sav-

ings or those costs on a certain number of workers in a certain geo-

graphic area strikes me as simply unfair.

REORGANIZATION OF GOVERNMENT

Mr. Miller. The other question, I have always enjoyed your
talks about moving to the 21st Century and the economy and such
and appreciate your support of free trade issues against some of

the constituents you are representing. Speaker Gingrich is big into

the 21st Century, information society, and we have to relook at ev-

erything. And that is what you are great at.

How about reorganizing government, combining things, like Mr.
Goodling changed the name, Education and Labor is now Economic
and Educational Opportunities. Why not combine the Department
of Commerce, Education and Labor, and rather than having a con-

flict built structure within government—are you thinking that big;

is Vice President Gore talking like that?

Secretary Reich. The Vice President, along with cabinet Sec-

retaries, have been working hard to make government more effec-

tive using every tool at our disposal to utilize government more ef-

fectively. We owe it to taxpayers. I am, candidly, a bit skeptical of

renaming the boxes or moving the boxes around. Every time we try

reorganizing things in government, it provides visceral and emo-
tional satisfaction but in the end you still have the same groups
of people doing the same kinds of things.

It is vitally important that agencies work collaboratively. I am
proud that Secretary of Education Riley and I have broken down
what appear to be high barriers, turf fights between the Education
and Labor Department. I am continuously amazed at how amazed
people are that the two departments are working so well together.



714

There are a number of programs where the staffs are virtually in-

distinguishable.

The same goes between Commerce and Labor. Secretary Brown
and I have initiated a number of programs in the area of worker
management relations.

Mr. Miller. Aren't the goals so similar, Department of Economic
Opportunity, you are trying to create jobs and increase living

standards. You have regulatory standards, labor statistics and
those issues, but setting aside those, job training is the classic il-

lustration.

Secretary Reich. In job training, my view is that the average
person who needs a job doesn't particularly care whether the fund-
ing stream comes from this department or this committee or that
department or that committee. We are talking about street level

consolidation, street level ease and efficiency. That is why the one-
stop career center concept which is taking hold in a lot of States
seems to hold so much promise. Somebody can come into a one-stop
center regardless of where the funding stream comes from—wheth-
er it comes from the Department of Education or the Department
of Labor—that person doesn't care. That person is found to be eligi-

ble, is given the assistance, the counseling, the information that
person needed and then can be empowered and get the job. That
to me is really reinvention. I would rather make sure at the Fed-
eral level we are all working together than to do anything else.

To add one point, take all of the Job Training Partnership Act,

$5 or $6 billion, maybe more, only a very tiny percentage, in the
range of 1-and-a-half to 2 percent, is administrative overhead here
in Washington, extraordinarily small. Even if we combined and
interlaced and did everything we want to do in Washington, the
real issue is that 98 percent out there with regard to service pro-

viders; that is where the real consolidation, the real streamlining
has to happen.
Mr. Miller. Thank you. You are the bold thinker on the cabinet

and just the idea of thinking about a whole different—why is it

called the Department of Labor?
Secretary REICH. I will call it the Department of the American

Work Force.

Mr. Miller. The Department of Commerce has functions that
should be combined.
Mr. Porter. Since you are the last one here and since all of us

have been in your position before, we are liberal on your time.

MULTIPLE JOB TRAINING PROGRAMS

Mr. Miller. Why are there so many different job training pro-

grams? Part of the reason they have crept up is Veterans Affairs

has theirs; Education and Labor has another. There are probably
more. I think there have been discussions about having a function
oriented—corporations have redesigned their organizational charts
and it seems it is time to start at the top. We should change the
committee structure in Congress, too.

Secretary Reich. This is why I am so supportive of the Presi-

dent's idea to not just consolidate all this job training but also turn
the adult programs into skill grants, empower people, give them
the right information, what the jobs are, where they are, what
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kinds of training works, get report cards on institutions as to how
well they get people jobs, but empower people to utilize these re-

sources when and how they see fit.

It seems to me that leaps over the question of devolution, wheth-
er State or Federal bureaucracies, who is going to be consolidated

with whom; it gives people the resources directly, the equipment,
the tools to get a better job.

The same thing goes with regard to the President's proposal to

provide a tax break for education and training for the average fam-
ily up to a $10,000 tax deduction, empowering people to make deci-

sions for themselves, nonbureaucratic, give them the tools that suc-

ceed in this very different economy.
Mr. Porter. Skill grants, Mr. Secretary, are in the nature of

vouchers. You may not want to use that word.
Secretary Reich. Vouchers, certificates—they would be approxi-

mately $2,600 each for up to two years. I have a great deal of faith

in the ability of the American people to make those decisions to get

the training they need including the use of community colleges, the

great unsung heroes of the American work force. On average there

is a 6 to 12 percent increase in subsequent wages for every year
put into post secondary training and development.
Mr. Porter. Presumably, you would set standards for the condi-

tions under which the individuals would be eligible for such a
voucher?

Secretary Reich. But there will be standard eligibility criteria.

Right now we have a patchwork of eligibility criteria.

Mr. Porter. What you are doing is privatizing the whole system?
Secretary Reich. The system is now largely privatized.

Mr. Porter. So you could do away with all the job training pro-

grams and have one criterion or these
Secretary Reich. We could sit down and look at the entire list.

That goes back to my comment about apples and oranges and tan-

gerines. Some of the things listed in the GAO lists are not by any
stretch of the imagination, education and job training programs,
they are rehabilitation programs for injured veterans. We have to

make sure we are talking about the same thing.

Mr. Porter. Maybe we need two programs. I understand a lot

of these programs are in the Office of Veterans Aff'airs.

Secretary Reich. There are Small Business Administration pro-

grams for entrepreneurs. I don't want to get into a theological dis-

cussion about which are training programs or which are not. We
can look at the list.

We want to consolidate as much as we can, turn as much as we
can into vouchers for adults, and rather than get into—and most
of it is now privatized, is now provided by private contractors, or

rather than get into debates over devolution and block grants, most
of it is now formula funded. That is as close as you can come theo-

logically to block grants.

It seems to me that you don't have the built-in accountability

system; you don't have built in the personal responsibility and
empowerment that comes from doing it very differently. You are
asking me, let's think big. I say absolutely; let's streamline these
programs and do it in a fundamentally different way from the way
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we have been doing it in the past; let's not just put new nails in

the same old coffins.

Mr. Porter. We very much appreciate your coming here, Mr.
Secretary. You are thinking big indeed and new and I think that
that is extremely important in the context in which we find our-

selves and something where we, I hope, will find ourselves reading
off of the same sheet of music.

I might add by putting Mr. Dear at OSHA, whom I have had sev-

eral discussions with and think that we also share the same goals,

you make OSHA a much harder target, and I very much appreciate
you coming here. We look forward to having you back during our
regular budgetary hearings and having an ongoing discussion to-

ward making some real improvements. Thank you.
[The following questions were submitted to be answered for the

record:]
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The following questions were submitted to be answered for the record:

ELIMINATION OF PROGRAMS

Mr. Livingston: There are a number of small programs in your
department that seem to be of questionable effectiveness or duplicative
of other programs. These would include such things as homeless job
training, women in apprenticeships, American Samoan programs,
Microenterprise grants, and Youth Fair Chance. Uhy shouldn't Congress
consider reducing or eliminating some of these small programs when
overall funding constraints are so tight?

Mr. Reich: I agree that Congress should consider this type of
action, although not necessarily for each of the specific programs
mentioned. The President's 1996 budget proposes eliminating more than
50 separate employment and training programs in this and other
Departments, replacing them with an integrated system that cuts red tape
and maximizes individual choice.

The JTPA Homeless Demonstration program was eliminated last year
at the request of the Administration, since services could be provided
to the homeless population under the JTPA Title II-A Adult Training
Grants program. However, the Homeless Veterans Reintegration Project
(HVRP) should be retained because it is neither duplicative of other
programs nor of "questionable effectiveness." It should not be
considered for elimination or reduction for several reasons which
include

:

One third of the homeless adult male population are veterans. An
estimated 250,000 veterans are homeless on any given night.

A survey of homeless veterans conducted by the Department of
Veterans Affairs in early 1994 revealed that their highest concern
is obtaining employment -- which would enable them to obtain
housing.

The HVRP approach has been successful: it costs less than $1,200
to outreach, enroll, provide the necessary supportive and/or
training services, obtain transitional housing, and get a homeless
veteran a job. No other federal program that we know of focuses
on jobs for homeless veterans. There is no other program that
gets a homeless veteran off the street and employed as cost
effectively.

The HVRP accomplishes that performance record by funding service
providers at the local level, i.e., government and/or non-profit
agencies through a competitive process that rewards (by grant
awards) competence and cost effectiveness. It employs formerly
homeless veterans to reach out and counsel the homeless, and we
believe this unique approach helps explain HVRP's success.
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YOUTH FAIR CHANCE

Mr. Livingston: Can you tell us specifically why we need the

Youth Fair Chance program which apparently serves "youth" up to the age
of 30?

Mr. Reich: Authorized by the JTPA amendments of 1992, Youth Fair
Chance (YFC) provides grants to communities with high concentrations of
poverty. The grants are intended to test use of a comprehensive
"neighborhood saturation" intervention that enables recipient
communities to: 1) ensure access to education and job -training
assistance to all youth living in the target area, 2) provide a

comprehensive range of education, training and employment services to

all disadvantaged youth in the area who are currently unserved or

under-served, 3) enable communities to establish and meet locally
determined goals for improving education, training and employment
opportunities for youth, and 4) facilitate the coordination of
comprehensive services to better serve youth in the target communities.

Extending the definition of "youth" in YFC programs to include
those up to 30 years of age is an attempt to expand much needed services
to those young adults who may have missed out on such opportunities and
now are mature and ready to commit to positive change. Individuals
between 22 and 30 years of age ordinarily would not be able to receive

services through traditional JTPA youth programs. In fact, Congress
raised the maximum age for Job Corps participation from 22 to 24 years
of age, in part due to the success demonstrated by mature young adults

in Job Corps centers. YFC allows local communities the flexibility to

determine the utility and effectiveness of such programs for "older"

youth

.

The funds appropriated for FY 1995 support completion of

implementation of YFC interventions in 17 sites that were funded in

earlier years. It also permits ETA to complete a comprehensive
evaluation of the program now underway that will provide assessment of

the effectiveness of this type of intervention. ETA does not plan to

fund any new sites with FY 1995 funds.

AMERICAN SAMOAN EMPLOYMENT AND TRAINING INITIATIVE

Mr. Livingston: The American Samoan program also appears to be of

dubious value. Why is a special program for this population necessary?

Mr. Reich: American Samoans are eligible for mainline JTPA
services. However, each year since 1988 Congress has included specific
language in the Department's appropriation to fund this special program
in Hawaii and California. In 1990 the State of Washington was added.
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JOB CORPS

Mr. Livingston: In the past couple of years, the Job Corps
program has been expanded by the approval of a number of new centers.
This program, as we all know, is very expensive in terms of cost per
enrollee. Just how effective the program is seems to depend on who
you're talking to; I don't believe that we've had a thorough evaluation
of the program for some years now. Since the program is so expensive,
Mr. Secretary, don't we have to reexamine this proposed expansion of new
centers?

Mr. Reich: The expansion of Job Corps continues to make good
sense from a dollars and cents perspective. Even though a number of
specific concerns have been raised in recent months about Job Corps
operations, the Department is following up aggressively to correct all
of the problems that have been identified. More importantly, there is
impressive evidence that Job Corps continues to yield an extremely high
return on the taxpayer's investment.

As indicated in your question, the last comprehensive evaluation
of Job Corps cost effectiveness was completed in 1982. This highly
respected study was conducted by the Mathematica corporation, an
independent research firm, and found that Job Corps participation
significantly increased earnings and educational attainment, while
reducing welfare dependency and the incidence of serious crime among
graduates. The study determined that there was a return to society of
$1.46 for every $1.00 spent, among the highest in federal job training
programs, indeed, for all domestic programs.

The Job Corps program has undergone changes and improvements since
the original Mathematica study was completed in 1982. The curriculum
and services provided have changed based on the additional decade of
experience working with disadvantaged youth and employer involvement.
We believe these changes have improved the program's effectiveness.

Last year, the Department of Labor launched a new multi-year
scientific evaluation of Job Corps using random assignment. Although we
cannot predict the results of this evaluation, we believe that the
result of the study will support earlier findings on returns on
investment. Since Job Corps data on student accomplishments and
outcomes have been consistent or better since 1982, we are
optimistically awaiting results of the new evaluation, which are
scheduled for late 1997.

COST OF JOB CORPS CENTERS

Mr. Livingston: As I understand it, each new center costs about
$16 million, on average, to build; then it costs from $8-10 million
annual to operate each one. In light of our overall budget situation,
Mr. Secretary, how can we afford to expand this program at this time?



720

Mr. Reich: Per student costs in Job Corps are higher than those
in most other federal training programs chiefly because Job Corps is a
residential program and the others are not. Job Corps is a full-time,
year-around program that provides housing, meals, medical care and a
variety of other support services to the disadvantaged young people who
become enrolled.

While up to 20 percent of students may participate on a

nonresidential basis, we believe the residential aspect of Job Corps
clearly contributes greatly to the success of its students. Job Corps
centers provide an environment in which basic education, vocational
training and social skills development services can be delivered with
maximum impact.

In the current program year (PY 1994, ending June 30, 1995) the
average cost per student will be approximately $15,100, excluding
capital costs. This covers about 32 weeks of attendance. Of this
expenditure, approximately 44% ($6,600) is for training, 37% ($5,600)
for lodging and supportive services, and 19% ($2,900) is for
administrative costs.

Job Corps expenditures are not extravagant. On a weekly per
student basis. Job Corp expenditures are lower than most comparable
residential training and education programs; and this includes colleges
and universities. The average full-time college student will attend
class 32 weeks during the 1994-1995 school year at a cost of $17,200.
In 1994, the average Job Corps student will also participate for 32

weeks, but at a cost of only $15,100 -- or 12% below the cost of college
attendance

.

The bottom line continues to be that Job Corps represents a

reasonable investment that yields an extremely high return on the
taxpayer investment. The expansion should continue.

OSHA-NIOSH CONSOLIDATION

Mr. Livingston: Heritage explains that NIOSH and OSHA work on the

same issue. Why can't we consolidate them and save the taxpayers some
of the money?

Mr. Reich. The fact that OSHA and NIOSH work on the same issue,

occupational safety and health, should not translate into an automatic
prescription to combine the two agencies. When Congress passed the OSH
Act, they envisioned two separate organizations that would complement
each other. NIOSH is a research organization which gathers information
on workplace safety and health. As such, they conduct studies, publish
findings, and make recommendations to OSHA. In addition, NIOSH performs
studies for the Mine Safety and Health Administration and the

Environmental Protection Agency, especially concerning hazardous waste.
OSHA, on the other hand, is a regulatory agency which promulgates
workplace standards, enforces those standards, and assists employers to

assure safe and healthful working conditions for working men and women.
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As a non- regulatory agency, NIOSH is frequently invited by
employers onto worksites of all sizes to study a problem. In this way,
NIOSH may gather information or conduct research on an issue, such as
ergonomics. This is distinct from the role that OSHA plays in
evaluating information from NIOSH and other sources and determining the
best and most feasible approach to confront the problem. There is a

real advantage to be gained by addressing safety and health issues in
the workplace from the valid, but different, perspectives of the two
agencies. This is not a duplication of work that will produce
significant savings through consolidation, but a confluence of effort
that supports the overall goal of improving occupational safety and
health in this country.
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JOB CORPS CENTERS

Mr. Porter: The Department's Inspector General has indicated that

a number of Job Corps centers are not performing very well and that the

same centers continue to perform poorly year after year. Why shouldn't
we consider closing some of these ineffective centers and saving the

taxpayers some money?

Mr. Reich: The taxpayers have made a substantial capital
investment in these facilities that would, for all practical purposes,
be lost if the Job Corps centers were closed. The Inspector General was
entirely correct in pointing out the serious and expensive consequences
of allowing certain Job Corps centers to perform at low levels year
after year.

In response to this, DOL has identified 20 Job Corps centers that

have demonstrated persistently poor performance on a multi-year basis.

These centers and their current operational and spending levels are as

follows

:

PY 1994 Cost Per
Operating Training

Center Name State Slots CCC/Contract Cost 1/ Slot

400 Contracted $7,904,556 $19,761
240 Contracted 5,916,597 24,652
470 Contracted 10,978,694 23,359
300 Contracted 6,731,606 22,439
396 Contracted 8,656,632 21,860
275 Contracted 6,115,331 22,238
168 CCC 4,672,071 27,810
350 Contracted 7,215,265 20,615
224 CCC 5,938,215 26,510
360 Contracted 7,995,170 22,209
214 CCC 5,139,774 24,018
280 Contracted 5,703,674 20,370
360 Contracted 11,205,341 17,786
210 CCC 5,448,882 25,947
140 CCC 4,322,080 30,872
360 Contracted 7,921,344 22,004
650 Contracted 13,075,418 20,116
405 Contacted 7,545,111 18,630
210 CCC 4,961,998 23,629
240 Contracted 4,649,848 19,374

Average for all Job Corps centers $22 , 083

1/ Center operating costs plus a per capita share of other operating

costs (e.g., student allowances and transportation) that are

allocable to the center.

Rather than closing these centers and abandoning facilities worth

tens of millions of dollars, the Department is moving forcefully to

improve their performance. For example, in September 1994, after

Brunswick
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following up on complaints received by parents of students, we suspended
new student enrollment at the Oconaluftee Job Corps center in North
Carolina pending substantial improvements in the center environment. In
December 1994, after following up on adverse TV reports about the
McKinney Job Corps Center in Texas, we took action to terminate the
existing contract and install a new contractor.

Also in December of 1994, we undertook a series of special onsite
reviews to determine how effectively our zero tolerance policy against
violence was being implemented. The first wave of reviews was completed
at 28 centers before the holidays, including all centers where the
potential for violence related problems was thought to be high. All Job
Corps centers will undergo this review by mid-March 1995.

The first wave of "zero tolerance" reviews resulted in: 1) a
decision to install a new contractor at the Cleveland Job Corps Center
based on persistently poor performance and an unsafe living and learning
environment; 2) a letter to the National Park Service, citing
chronically poor performance at all four of their Job Corps centers,
challenging their continued involvement in Job Corps operations; and 3)
temporary suspension of operations at the Joliet and Cassadaga Job Corps
centers to implement corrective action before the students returned from
the winter break.

We have also developed a joint OIG-ETA action plan to methodically
address and remedy problems at our poorest performing centers. This
plan will be implemented in the early months of calendar year 1995 and
includes: 1) stronger emphasis on past performance when contracting
decisions are made; 2) in-depth analysis of the poorest performing
centers by the OIG to identify common factors contributing to poor
performance; 3) a new technical assistance guide that will help center
contractors and managers make more effective use of data reports to
identify and remediate performance problems; 4) special training to key
management staff at 10 of the poorest performing centers; 5) intensive
onsite technical assistance at 3 or 4 of the poorest performing centers;
6) new procedures that will allow for accelerated termination and
replacement of poor performing center contractors; and 7) a legislative
proposal in the FY 1996 budget to permit contracting out the operation
of the federally-administered Civilian Conservation Centers.

EFFECTIVENESS OF EMPLOYMENT SERVICE SYSTEM

Mr. Porter: Questions have been raised for years about the
effectiveness of the State Employment Service system in helping people
find good jobs in this country. Each State administers its own program
with its own employees even though it is financed by a Federal
employment tax and your Department is involved in allocating the funds
and overseeing the program. Mr. Secretary, has the Administration
considered the possibility of sending this whole program back to the
States, letting them finance it, and getting the Federal government out
of the program altogether? Wouldn't this save some administrative money
at the Federal level and also streamline the whole operation of the
program?
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Mr. Reich: The nation's public employment system is currently in
the process of revitalization, focused on better meeting the needs of
employers and jobseekers. But this most recent effort to improve
customer services builds upon an already impressive record of labor
exchange accomplishments. In Program Year 1993, for example, nearly 2.7

million individuals found a job through the ES and nearly a quarter of
these were Unemployment Insurance claimants. Further, of the 6.4
million job openings received, well over half were filled. And in most
ES agencies, strong operating partnerships exist supporting the

dislocated worker program and other JTPA target group efforts such as

for youth and veterans.

Its placement services reduce the length of unemployment
jobseekers experience and unemployment insurance benefits costs. When
an employer fills a critical skill vacancy, the employer is able to

continue efforts to increase the business and create additional
employment opportunities. The public employment service has been
estimated to return $1.61 in benefits for every dollar invested in it.

However, we too are concerned that the employment service has not
reached its full potential, and this concern is a primary motivation
underlying our commitment to the one-stop career centers.

The 1982 amendments to the^Wagner-Peyser Act provided important
new authorities for States in the operation of employment service

programs. Many states took advantage of these opportunities and placed
their employment services at the center of their workforce development
plans. In 1989 the General Accounting Office recommended an increased
federal leadership role as part of a strategy to improve employment
service performance. The Employment Service Revitalization plan
represents a new federal-state consensus for the role of the public
employment service and identifies specific improvements which states can
make Many of these improvements are currently in progress. We believe
this new federal-state partnership is essential to building a national
system which supports our ability to compete effectively in a world
economy and to improve the efficiency of local labor markets.

During the past year, the modest amount of resources applied at

the Federal administrative level have played an important role in the

Employment Service Revitalization Initiative. These resources funded

the following six cooperative agreements, all targeted to improving the

capability of staff to better serve all customers: Staff Training and

Capacity Building; Job Matching Best Practices; Manager Exchange

Program; Establishing Customer Resource Centers; Best Practices
Clearinghouse; and Measuring Customer Satisfaction.

REEXAMINATION OF THE EMPLOYMENT SERVICE SYSTEM

Mr. Porter: The Employment Service system is 60 years old now.

Wouldn't you agree that could stand some reexamination and reinvention?

Mr. Reich: Yes. Employment Service Revitalization represents an

important step in rethinking how this key reemployment resource can
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remain effective in our new economy. We have engaged some of the
primary stakeholders (the States; organized labor, including
representatives of front line workers; ES customers; and the
International Association of Personnel in Employment Security) in a year
long effort to identify short term actions which can be accomplished to
improve the system, and to begin the process of agreeing to a long term
vision for the Employment Service. We also secured State cooperation in
an independent assessment of the liabilities and assets of the
Employment Service when viewed as a national corporate enterprise.

A national consensus has formed around a variety of actions such
as staff capacity building and the development of a system to both
measure customer satisfaction and use the results in a program of
continuous improvement. We have entered into cooperative agreements
with six States to develop technical assistance resources in the
following areas: Staff Training and Capacity Building; Job Matching
Best Practices; Manager Exchange Program; Establishing Customer Resource
Centers; Best Practices Clearinghouse; and Measuring Customer
Satisfaction. Further, all States are developing their own Employment
Service Revitalization Workplan and sharing the plan with us. In turn,
we will be publishing a compendium of these plans.

Most ES agencies have been actively engaged with other State and
local workforce development partners, creating new customer driven
delivery systems such as One-Stop Career Centers. In many of these
initiatives core Employment Service activities such as job matching
employer services and labor market information, serve as the foundation
of a comprehensive system supporting all labor market participants.

DAVIS -BACON REPEAL

Mr. Porter: As you know, the General Accounting Office has
recommended for some years that Congress consider repealing the Davis

-

Bacon Act. We are told that the Federal government could save billions
of dollars on government construction projects by doing this. This Act
is over 60 years old, hasn't it outlived its usefulness?

Mr. Reich: The Department of Labor has never agreed with the
General Accounting Office's 1979 study that advocated repeal and
believes that the purpose and need of the Davis -Bacon Act are as
important today as when the legislation was first passed. Labor costs
are an important component of total construction costs. Because the
Federal procurement system awards contracts to the lowest bidder, repeal
of the Davis -Bacon Act would shift the focus of competition from
quality, efficiency, and productivity to wages and benefits. Without
the statute, contractors would be driven to compete for Federal
contracts by reducing their labor costs rather than improving their
skills and productivity. Workers could be faced with the option of
accepting employment at Federal jobs for wages lower than they would
otherwise be employed on private construction or risk losing employment
to workers brought in from some other low wage area.
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It is worthwhile to note that other studies, such as the National
Performance Review (NPR) , the Acquisition Law Advisory Panel to the
United States Congress on Streamlining Defense Acquisition Laws (Section
800 Panel) 1993 recommendations, even the CBO's 1983 study, acknowledge
the potential negative impact of the Federal procurement process on
prevailing wages.

For these reasons, the Administration is opposed to repeal of the
Davis-Bacon Act. However, there is general agreement that the Act must
be reformed. During the last session of Congress, the Administration
attempted to forge bipartisan support for a comprehensive Davis-Bacon
reform bill. The Administration is willing and eager to work with the

Congress toward improvements that would ease the more costly burdens on
employers and the Federal procurement community yet retain the basic
worker protections the Act originally sought to provide.

ADMINISTRATION OF OSH ACT

Mr. Porter: What steps has this Administration taken to see that

the OSH Act is being administered in a manner that is both fair to

employers, particularly small employers, and effective in protecting
workers from the most serious workplace hazards as opposed to the small,

nit-picking things that have little bearing on safety and health?

Mr. Reich: OSHA is committed to changing the way it does

business. The agency is focusing its efforts on the most serious
threats to worker safety and health and redirecting its resources-

-

enforcement, standards setting, and education, training and recognition-
-to where they can do the most good. First, the agency is weeding out
overly specific, obsolete and silly regulations. Standards or

provisions of standards that can be immediately suspended or exempted
from enforcement will not be enforced. New standards will be developed
on the basis of good science, good economics and strong partnerships to

develop safety and health standards that are clear and sensible and that

make sense to the public.

OSHA inspections will be focused on the most serious threats to

worker safety and health. The recently implemented focused inspection
program in the construction industry recognizes that OSHA's time can be

more effectively spent investigating the most dangerous workplace
conditions in construction. At the construction worksite, the OSHA
compliance officer will determine whether the controlling contractor has

an effective safety and health program and a person on the site

responsible for implementing that program. If these conditions are met,

the OSHA inspection will focus on the four hazards which account for 90

percent of the deaths and serious injuries on construction sites. A
similar program for inspections in general industry is under
development

.

In addition, OSHA will extend the reach and magnify the impact of

these focused enforcement activities by offering incentives, such as

recognition programs or reduced penalties, for workplaces with strong
demonstrations of worker participation and management commitment to
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comprehensive hazard recognition and control. OSHA is also offering
incentives for employers to immediately fix problems identified in an
inspection. In one pilot program, OSHA is reducing imposed penalties by
10 percent for each violation that an employer abates in the presence of
the compliance officer. This program has increased the immediate
abatement of hazards by nearly 20 percent. Similar pilots will be
implemented in all regions this year.

OSHA is creating other incentives for employers to improve
workplace safety and health. The Maine 200 program uses state workers'
compensations data to target employers with bad safety records and
offers those employers an incentive if they develop and implement safety
and health programs with worker involvement. If such programs are
developed, that employer is placed low down on the inspection priority
list. The results of this program have been remarkably favorable.
During the first 18 months of the program, participants identified
nearly 100,000 hazards, a rate of hazard identification over 14 times
that achieved by OSHA through inspections. More than half of these
newly identified hazards have already been abated. OSHA is planning on
implementing similar programs in other states.

Finally, the state run onsite consultation program is specifically
designed to provide assistance to small employers. These programs
provide safety and health program assessment and assistance, hazard
identification and recommendations for control and training of employers
and their employees. OSHA funds the states for 90 percent of the program
costs to provide these services free of charge to small employers
requesting assistance.

INCREASED EDUCATION AND TRAINING

Mr. Porter: Wouldn't it make sense, Mr. Secretary, to place a

greater emphasis in OSHA on the education and training of employers and
employees? At present, only a relatively small percentage of its budget
is spent for these purposes, while the bulk of the funds are spent on
writing and enforcing prescriptive standards that all employers must
meet.

Mr. Reich: OSHA fully agrees with the importance of educating and
training employers and employees as an indispensable factor in improving
occupational safety and health. OSHA provides 90 percent funding of an
onsite consultation program through the states which provides assistance
to small business employers in understanding and complying with the

agency's regulations. The consultation program provides safety and
health program assessment and assistance, hazard identification and
recommendations for control and training of employers and their
employees . This program is free of charge to small employers requesting
assistance. Similarly, OSHA has increased its funding for training and
education grants to provide a wider focus in targeting the training
needs of employers and employees. Particular attention will be paid to

concerns relating to hazardous work environments and new standards.
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On a more fundamental level, OSHA is reexamining the conduct of
its standards and enforcement programs to increase the amount of
training and outreach to affected employers and employees. In the
standards area, OSHA is seeking to address hazardous conditions in the
workplace through the implementation of both regulatory and non-
regulatory means, whichever is most appropriate. The agency is

implementing a standards planning process that ensures that priorities
effectively address the most serious workplace conditions. OSHA will be
seeking greater input from affected stakeholders to assure that
standards activities are based upon clear and sensible priorities and
involve the most reasonable and effective approach. Many priority
hazards may well be handled more effectively through training and
education or other means than through more traditional standards
rulemaking.

OSHA's enforcement program is also undergoing a similar
reevaluation. In addition to forceful enforcement actions, OSHA will be
examining various means and incentives to improving workplace safety and
health. OSHA inspections will be directed at the most serious hazards
affecting workers - the Maine 200 project and the recently implemented
focused inspection in construction are the forerunners of what we
foresee to be the innovative type of inspection approach that will be
taken in the future. Voluntary protection efforts, both formal and non-

formal, will continue to be a growing element in the utilization of
enforcement resources. As employers maintain effective safety and
health programs, OSHA's role will be to focus on those conditions most
likely to cause death and serious injury. This opportunity to work with
employers and employees in addressing workplace problems is the

challenge confronting us. All facets of the OSH Act must be brought to

bear in solving this issue.

EFFECTIVENESS OF JTPA

Mr. Dickey: As I have met with many small business owners in my
district they have discussed the ineffectiveness of the Job Training
Partnership Act (JTPA). In the upcoming budget process, does the

Department expect to evaluate the effectiveness of this program?

Mr. Reich: ETA has just completed the National JTPA Study, a

multi-year, multi-million dollar evaluation of the net impact of JTPA on
the employment and earnings (over a 30-month follow-up period) of
economically disadvantaged adults and out-of -school youth who
participated in the program. The study found that JTPA had modest,
positive impacts on the earnings of adult participants but no impact on
earnings of out-of -school youth participants. Moreover, we have studies
underway to measure these impacts over a longer follow-up period (i.e.,

five years or more) and to use the data collected for the study to

examine in more detail three crucial policy issues: 1) the effect of
JTPA on the earnings of out-of -school youth, 2) what factors account for

the program's impact on AFDC recipients, and 3) how the results of the

evaluation can be used to improve the JTPA performance -standards system.
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PROMOTION OF VOLUNTARY PROGRAMS

Mr. Dickey: In your FY 1995 budget request for OSHA, the
Department justified its increase for the Compliance Assistance program
by stating that the "agency will continue to develop new and innovative
ways to encourage cooperation between workers and employers and promote
voluntary programs." Can you inform me what new ways you have developed
recently?

Mr. Reich: OSHA has established two formal programs which
encourage cooperation between employers and employees and promote
voluntary programs. The Voluntary Protection Program (VPP) recognizes
worksites that are providing exceptional protection to their workers'
safety and health with the significant involvement of their employees.
In 1994, the agency added 80 new sites to this program, expanding the
agency's safety and health management excellence program by over 70

percent. OSHA is working with the VPP participants and their
association to determine ways to further expand this effective program
and increase its impact. The association of VPP participants is working
with OSHA to develop a network of cooperative efforts among organization
members to provide free training to assist smaller employers. This
effort will leverage OSHA resources while providing greater recognition
of the occupational safety and health professions.

The onsite consultation program is funded by 90 percent federal
grants to states. The consultation projects assist smaller employers,
at their request, to improve worker protection through identification
and control of hazards; assistance in establishing and maintaining an
on-going hazard identification and control program; and training for
employers and employees. These services are provided free of charge.
The agency is focusing on ways to increase the number of small
businesses which take advantage of this program and to give priority to

employers with the highest injury and illness rates. In addition, a

number of participating state agencies are working on small
demonstration projects to develop new and effective ways to provide
consultative services to employers. One such project is exploring the

use of training via satellite and interactive audio.

OSHA is also working with business, insurers, professional
societies and other Federal and State agencies in the State of Georgia
to increase outreach to smaller businesses. One project included a

demonstration of sawmill safety by Georgia-Pacific. The VPP sawmill
site was opened for a one day seminar for over 100 representatives from
small sawmill operators. Similar projects are under development. OSHA
is also exploring opportunities for cooperative programs with major
worker's compensation insurers to link loss control activities with
worksite based "find and fix" programs.

Finally, the agency is increasing training opportunities for
employers and employees. The number of education centers recognized and
sanctioned by OSHA to provide training will be expanded from eight to 10

centers in 1995. By 1995, it is anticipated that over 3,600 students
will be trained under this program. OSHA is also expanding its training
grant program to increase opportunities for labor unions, trade
associations, and community based organizations to develop and deliver
training for workers and employers in hazard recognition.
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Wednesday, January 18, 1995.

GENERAL ACCOUNTING OFFICE

DEPARTMENT OF LABOR ISSUES

WITNESSES
LINDA G. MORRA, DIRECTOR, EDUCATIONAL AND EMPLOYMENT IS-

SUES, HEALTH, EDUCATION, AND HUMAN SERVICES DIVISION
SIGURD NILSEN, ASSISTANT DIRECTOR, HEALTH, EDUCATION, AND
HUMAN SERVICES DIVISION

CHARLES JESSUP, ASSISTANT DIRECTOR, HEALTH, EDUCATION, AND
HUMAN SERVICES DIVISION

Mr. Porter. If Ms. Morra will come again to the witness table.

Ms. Morra, we didn't give you and your team very much time in

our morning session for which we feel badly, but this time we will

give you whatever time that you may need.
Ms. Morra. I look forward to it. I am still going to summarize

my statement because it was rather lengthy.

Opening Statement

We are pleased to be here today to present information on the
program activities of the U.S. Department of Labor that we hope
will assist you as this subcommittee considers proposed budget re-

ductions and rescissions.

In understanding the Labor Department's budget, it is useful to

keep in mind that two-thirds of Labor's fiscal year 1995 budget of

$34.3 billion is composed of mandatory spending on income mainte-
nance programs. Most of the mandatory spending is composed of

State unemployment insurance benefits.

If we contrast with the Department of Education, three-fourths

of its budget is discretionary; the Department of Labor, about one-

third of its budget is discretionary.

To identify potential areas where this subcommittee may look for

budget savings, we used three broad criteria. First, we identified

programs receiving budget increases in fiscal year 1995, or which
demonstrated an inability to spend prior years' allocations, and
whose effectiveness has been questioned in work by us, Labor's IG,

or other researchers.
Second, we identified those programs that did not receive an in-

crease, but whose effectiveness has also been questioned. Finally,

we selected areas that we believe may duplicate or overlap services

or functions provided by more than one entity in the Labor Depart-
ment or by other departments in addition to Labor.

In Labor's employment training area, we identified several pro-

grams with a potential for savings. These programs all come under
the Job Training Partnership Act and its fiscal year 1995 appro-

priations will not be available to States until July 1, 1995. It is im-

portant to note, however, that budget reductions in some of these

areas would likely result in a reduction in services.

Let me review these programs. The JTPA Title IIC youth train-

ing program at $598 million provides training to in-school youth
aged 14 and 15, and out-of-school economically disadvantaged
youth, aged 16 to 21. We believe that the Title IIC program may
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merit further budget review because a recent evaluation of the
earnings gains of the out-of-school program participants compared
to nonparticipants found the program to be ineffective.

At $1.3 billion, the JTPA Title III Economic Dislocation and
Worker Adjustment Assistance Act is Labor's largest training pro-
gram. While EDWAA experienced the largest growth in funding,
doubling in two years, we determined that this program has had
some difficulty spending its allocations, carrying over funds of $54
million from fiscal year 1993 to fiscal year 1994. However, there
currently is little information available as to whether or not par-
ticipants of this program are more likely to find jobs than
nonparticipants.
The $1.1 billion Job Corps program is primarily a residential pro-

gram for severely disadvantaged youth. Increased fiscal year 1995
funding of $59 million is earmarked primarily for increasing the
number of Job Corps centers. However, given the Department's IG
raised concerns about the relatively low program performance at
some Job Corps centers and the need for overall program improve-
ments, the subcommittee may wish to review its budget increase
for additional centers.

The JTPA Title IIA program provides employment training serv-
ices to economically disadvantaged adults to enable them to enter
and advance in the labor force. The program was funded at $1.06
billion in fiscal year 1995, a $67 million increase over fiscal year
1994. Although a recent study indicated that the program had gen-
erally positive, although modest, effects on the earnings and em-
plojmnent of participants, its growth alone may warrant revisiting
the program.
The JTPA Title IIB Summer Youth program targets disadvan-

taged youth age 14 to 21. The program was appropriated $1.06 bil-

lion in fiscal year 1995, an increase of $168 million, and will serve
an estimated 620,000 participants. Two recent studies concluded
that the program succeeded in providing participants with work ex-
perience, but that the remedial education component was not being
consistently applied throughout the Nation. Effectiveness evalua-
tion studies, however, have not yet been conducted.
Our final employment training issue concerns problems, which

we have in the past reported on, created by the multitude of feder-
ally funded employment training programs. During the last several
years we have studied the overlap and duplication among the gov-
ernment's employment training programs. In fiscal year 1995, 163
programs scattered across 15 Federal agencies accounted for $20
billion in Federal spending. We recently reported that most Federal
agencies do not know if their programs are really helping people
find jobs and that a major overhaul of the system is needed. La-
bor's share of the Federal employment training system is large, to-

taling almost $7 billion for 37 programs. Comprehensive legislation

to consolidate and streamline Federal employment training pro-
grams across all departments could likely result in substantial
budget savings in future years and improve the assistance provided
to the target populations.
We have also identified four target areas, program areas where

budget reductions could be considered—often in conjunction with
other legislative action.
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First, in 1979, we urged repeal of the Davis-Bacon Act, express-

ing major concerns about the accuracy of the wage determination

and the Act's effect on Federal construction costs. The CBO has
suggested that full repeal of the Act could yield $3 billion in budget
savings. For Labor, the Department estimates that repealing the

Davis-Bacon Act could yield approximately $10 million in reduced
administrative costs.

Second, in 1983, we recommended repeal of the Service Contract

Act, again expressing major concerns about the accuracy of Labor's

wage determination surveys and the Act's effects on Federal con-

tract costs. Labor estimates that repealing the Service Contract Act
would yield about $12 million in reduced agency administrative

costs.

Third, based on concerns raised by our work as well as that of

Labor's IG, the Congress may not wish to extend the targeted jobs

tax credit, or TJTC, which expired at the beginning of 1995. Labor
officials estimate that had the credit not expired, the Department
would have provided $25 million to State employment service agen-
cies for the tax credit's administration. Labor officials have stated

that in most cases this allocation would not have fully funded ad-

ministration of the tax credit requiring the States to finance the re-

mainder.
Fourth, some future budget saving can also be generated by La-

bor's Pension Welfare Benefits Administration's investing in a sep-

arate computer system to monitor various ERISA welfare plan re-

porting requirements. Right now it is estimated that Labor spends
about $21 million a year to keypunch ERISA annual reports with
about a $5 million investment to augment the reading. To scan or

otherwise do that, dollars could be saved. In addition small savings

would be achieved by narrowing Labor's rule requiring the auto-

matic submission by plan sponsors of summary plan descriptions

and, instead, requiring submission only where plan participants

make an official request to Labor to review the document. There
are now about 800,000 of these plans on file, whereas there are

only about 1,000 requests a year for them.
In conclusion, we believe there are opportunities for budget sav-

ings within the Department's program activities. As this sub-

committee continues to seek areas for savings, we are committed
to assisting you in any way we can.

That concludes my prepared statement, Mr. Chairman. Mr.
Nilsen, who works and directs most of our training work, and Mr.
Jessup, who directs much of our protection efforts, will join in as-

sisting me to answer your questions.

[The prepared statement of Linda G. Morra follows:!
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Mr. Chairman and Members of the Subcommittee:

We are pleased to be here today to present information on the
program activities of the U.S. Department of Labor that we believe
will assist you as this Subcommittee considers proposed budget
reductions and rescissions.

In understanding the Labor Department's budget, it is useful
to keep three points in mind. First, although Labor s fiscal year
1995 budget of $34.3 billion is substantial, much of it--about two-
thirds--is composed of mandatory spending on income maintenance
programs. Second, of the remaining $10.7 billion financing Labor's
other functions, about $6.9 billion is allocated to employment
training activities--this is about eight times its planned
expenditure of $863 million on enforcing workplace standards
governing areas such as minimiom wages, pensions, and occupational
safety and health. Finally, the remaining $2.93 billion represents
planned expenditures primarily on state unemployment insurance (UI)
program administration ($2.4 billion),^ with the remainder
representing expenditures on the Bureau of Labor Statistics,
Labor's Inspector General, and other activities.

Most of Labor's mandatory spending is composed of state
unemployment insurance benefits (UI) --expenditures originating
mostly from state employer payroll taxes that pass through various
federal trust funds before being paid to unemployed workers. The
amount of UI spending in a state is largely a function of the level
of economic activity in a particular state.

^

In recent years, we have reviewed many of Labor's programs and
can therefore identify potential areas where this Subcommittee may
look for budget savings. Our testimony will focus on programs,
such as the Job Training Partnership Act (JTPA) Title IIC, program
for disadvantaged youth and the Job Corps program, that may yield
budget savings. We will also address program areas, such as the
general consolidation of federal employment training programs, that
may provide savings in future years, some of which are predicated
on legislative action. Although we generally do not highlight

•^Although the Congress annually appropriates funds for the
administration of state UI programs, the funds are obtained from a
trust fund, the Employment Security Administrative Account, which
is earmarked for the administration of state UI and Employment
Service progrcims. The fund is financed with revenues from a
federal payroll tax on employers, the Federal Unemployment Tax Act
tax or "FUTA" tajc.

^The payment of UI benefits is largely governed by state law. The
federal UI trust fund is preS'ently masking some of the federal
deficit because of its fiscal year 1994 surplus of about $500
million--the difference between its revenues of $22.5 billion from
the payment of taxes and outlays of about $22 billion in the form
of benefits to unemployed workers

.
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specific budgetary savings nor do we provide an exhaustive list of
areas for budgetary review, we believe that the program areas we
identify cem help the Subcommittee in the important but very
difficult task at hand.

In developing this information, we relied on three broad
criteria to select programs for budget review that were most likely
to yield budgetary savings. First, we identified those programs
that received budget increases in fiscal year 1995, or who
demonstrated an inability to spend prior years' allocations, and
whose effectiveness has been questioned in work by us. Labor's
Inspector General, or other researchers. Second, we identified
those programs that did not receive an increase but whose
effectiveness has also been questioned. Finally, we selected areas
that we believe may duplicate or overlap services or functions
provided by more than one entity in the Labor Department or by
other departments in addition to Labor.

BACKGROUND

Since the early 1960s, the Department has focused its training
activities on serving economically disadvantaged individuals with
little work experience and low skill and education levels through
federally administered employment training programs. With the
enactment of JTPA in 1982, the Department's role has largely
followed a "hands off" approach with respect to carrying out the
program and has assumed a role of providing overall policy
guidance, technical assistance, and limited oversight. Funding for
programs to serve the economically disadvantaged has remained
relatively steady over the last decade.^ However, funding for
assistance to dislocated workers, those workers unemployed because
of plant closures or pentieuient layoffs, has increased substantially
in the last few years from $283 million in fiscal year 1989 to $1.3
billion in fiscal year 1995. The Department estimates that in
fiscal year 1995 these employment training programs will serve over
2.4 million individuals.

Over the last 15 years, the Department's workplace enforcement
operations have declined even as the scope of its regulatory
mandate has grown.* For example, between 1980 and 1994, Labor's
Wage and Hour Division, which enforces the Fair Labor Standards
Act, the Family and Medical Leave Act, and other laws, has seen the
number of its compliance officers decline 34 percent from 1,098 to

^Funding for the Labor Department's employment training activities
peaked in 1977 at $12.7 billion.

*Labor has also experienced a long-term decline in staffing, from
over 24,000 full-time equivalents in fiscal year 1980 to 17,700 in

fiscal year 1995.
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727. The Office of Federal Contract Compliance (OFCCP) , which
enforces federal laws and regulations that prohibit federal
contractors and subcontractors from discriminating in employment
and hiring, experienced a 37-percent decline, from 780 to 488.
And, today about 2,000 federal and state Occupational Safety and
Health inspectors are responsible for over 6 million workplaces.
These declines occurred despite a growing economy that brought
millions of new workplaces and employees under the protection of
these agencies. In addition, the Labor Department's workplace
mission has been expanded. Since 1970, 11 laws requiring Labor's
enforcement have been enacted.

EMPLOYMENT TRAINING PROGRAMS

In Labor's employment training area, we identified several
programs with the potential for savings. These programs all come
under the JTPA, which is funded on a program year^ basis. That is,

fiscal year 1995 appropriations will not be available to states
until July 1, 1995. Most of these programs experienced budget
increases during fiscal year 1995, despite the overall reduction in

the Department's budget from 1994 to 1995. Figure 1 illustrates
the budget changes in these programs since fiscal year 1993 . The
programs for dislocated workers experienced the largest growth in
funding, doubling in 2 years, while, taken together, funding for
programs assisting disadvantaged youth and adults were largely
unchanged. The JTPA Title III Economic Dislocation and Worker
Adjustment Assistance Act (EDWAA) program has had difficulty
spending its prior year allocations and has carried over amounts of

funds from prior years. Researchers have identified other
programs, notably the JTPA Title IIC program for disadvantaged
youth, as being of limited effectiveness. Finally, some savings
may be achieved by consolidating the many employment training
agencies operated throughout the federal government, eliminating
overlap and duplication in the process.

^A program year begins on July 1 and ends the following June 3 0.

3
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Figure 1: Funding Chances i n Manor Employment Training Programs,
Labor Department. Fiscal Years 1993-1995

I I

R8caJYsarl993m R8CI. Year 1994

^^M R8calYean995



738

We found that employment training programs only provide
assistance to a small minority of the eligible population--from
about 6 percent for the JTPA Title IIA program for disadvantaged
workers to about 30 percent for the dislocated worker program,
based on fiscal year 1995 funding levels. Budget reductions in
some of these areas would likely result in a reduction in services
provided to these populations

.

JTPA Title IIC--Proaram for Disadvantaged Youth

The JTPA Title IIC Youth Training program provides training to
in-school youth aged 14 and 15 and out-of-school economically
disadvantaged youth, aged 16 to 21. Title IIC goals include
helping youth increase long-term employability; enhancing
occupational, educational, and citizenship skills; and increasing
employment and earnings. The program's fiscal year 1995 budget
totaled $549 million, $10 million lower than fiscal year 1994
levels. A recent evaluation' of the earnings gains of out-of-
school program participants compared to nonparticipants found the
program to be ineffective. This is a program where further budget
review may be warranted.

JTPA Title III--EPWM

At $1.3 billion. Labor's largest training program provides
employment training assistance to dislocated workers. It received
increases of $516 million in fiscal year 1994 and $178 million in
fiscal year 1995. We determined that this program has had
difficulty spending its allocations, carrying over funds of $54
million from fiscal year 1993 to 1994. However, there currently is
little information available on whether this program is making a
dif ference--that is, we do not know if participants are more likely
to find jobs than nonparticipants.

Jgb COCPS

The Job Corps program is primarily a residential program for
severely disadvantaged youth. It targets youth aged 16 to 21 with
severe economic and educational deficiencies (such as being a
school dropout or lacking reading or math skills) and other
employment barriers. The Job Corps funding for fiscal year 1995 is
$1.1 billion, an increase of $59 million over 1994. The increased
funding is earmarked primarily for program expansion- -through
increasing the number of Job Corps centers. However, the
Department's Inspector General has pointed out, in recent
testimony, relatively low program performance at some Job Corps

'Abt Associates Inc. (Jan. 1993)
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centers and the need for overall program improvements.' Given some
questions concerning the program's effectiveness, the Subcommittee
may wish to review its budget increase for additional centers.

JTPA IIA- -Program for Disadvantaged Adults

The JTPA Title IIA program provides employment training
services to economically disadvantaged adults to enable them to
enter and advance in the labor force. The program was funded at
$1.06 billion in fiscal year 1995, a $57 million increase over
fiscal year 1994. Although a recent study indicated that the
program had generally positive, although modest, effects on the
earnings and employment of participants,' its growth alone may
warrant revisiting the program.

JTPA Title IIB--Summer Youth Program

The JTPA Title IIB Summer Youth program targets disadvantaged
youth aged 14 to 21 to expose them to the world of work, enhance
basic education skills and citizenship skills, and encourage school
completion. The program was appropriated about $1.06 billion in
fiscal year 1995--an increase of $168 million--and, according to
Department estimates, will serve over 620,000 participants. Two
recent studies concluded that the program succeeded in providing
participants with work experience but that the remedial education
component was not being consistently applied throughout the
nation.' Effectiveness evaluation studies, however, have not been
conducted.

Consolidation of Federal Employment Training Programs

During the last several years, we have studied the overlap and
duplication among the government's employment training programs.
In fiscal year 1995, 163 programs scattered across 15 federal
agencies accounted for $20 billion in federal spending.^" We

^Statement by Charles C. Hasten, Inspector General, U.S. Department
of Labor, before the Senate Committee on Labor and Human Resources
(Oct. 4, 1994) .

«The National JTPA Study : Title IIA Impacts on Earnings and
Employment at 18 Months . Abt Associates, Inc. (Jan. 1993).

'Audit of the 1992 Summer Youth Employment and Training Program,
U.S. Department of Labor, Office of Inspector General, (Washington,
D.C.: Feb. 24, 1993); and Study of the JTPA Title IIB Program
During the Summer of 1993. Westat, Inc. (Apr. 1994).

^°For example, see Multiple Employment Training Programs: MaJQlT
Overhaul Needed to Reduce Costs. Streamline the Bureaucracy, and
Improve Results (GAO/T-HEHS-95-53 , Jan. 10, 1995); Multiple
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recently reported that most federal agencies do not know if their
programs are really helping people find jobs and that a major
overhaul of the system is needed." Labor's share of the federal
employment training system is large, totaling about $6.9 billion
for 37 programs.

Despite the efforts of people providing services to meet
admirable program goals, our fragmented employment training system
suffers from a variety of problems stemming from all of these
narrowly focused programs delivered by agencies that often compete
for clients and funds. Although we are unable to estimate the
amount of savings that could accrue from consolidation, this
conglomeration of programs adds unnecessary administrative costs
and confuses and frustrates clients, employers, and administrators.

Although the amount of money spent administering employment
training programs cannot be readily quantified and is generally not
even tracked by program, the administrative costs at all levels of
government are substantial. Comprehensive legislation to
consolidate and streamline federal employment training programs
across all departments could likely result in substantial budget
savings in future years and improve the assistance provided to the
target populations.

OTHER PROGRAM ARRAS FOR
BUPgET REVIEW

We have also identified program areas where budget reductions
could be considered--often in conjunction with other legislative
action. Certain administrative savings can be achieved from
ensuring the nonrenewal of the Targeted Jobs Tax Credit (TJTC)

,

repealing the Davis-Bacon and Service Contract Acts, and
implementing certain changes in the administration of the
Employment Retirement and Income Security Act (ERISA)

.

Employment Training Programs: How Legislative Proposals Address
Conggcns (GAO/T-HEHS-94-221, Aug. 4, 1994); Multiple Employment
Training Programs: Overlap Among Programs Raises Guest ions About
EffJgJenCY (GAO/HEHS-94-193, July 11, 1994); MultiPJ? SmPlQYTnfflt
Tcaininq Programs; overlapping Programs Can Add Unnecessary
Administrative Costs (GAO/HEHS-94-80, Jan. 28, 1994).

^^MuUJplg Emplovmsnt Training Programs; Basic Program Data C'f';?^
Missing (GAO/T-HEHS-94-239 , Sept. 28,1994); Multiple Employment
Training Programs: Most Federal Agencies Do Not Know If Their
Programs Are Working Effectively {GAO/T-HEHS-94-88 , Mar. 2, 1994);
Multiple Employment Training Programs: Mai or Overhaul Is Needed
{GAO-T/HEHS-94-190, Mar. 3, 1994).
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Administration of Davis-Bacon Act and the Service Contract Act

The Davis-Bacon Act requires that workers on federally funded
construction projects be paid wages and fringe benefits at least at
levels determined by Labor to be prevailing in the area.^^ In 1979,
we urged the repeal of the Davis-Bacon Act," expressing major
concerns about the accuracy of the wage determination and the act's
effect on federal construction costs. The Congressional Budget
Office has suggested that full repeal of the act could yield $3

billion in budget savings--as a result of reduced wages paid to
workers on federal construction projects—which would accrue
throughout the government. For Labor, the Department estimates
that repealing the Davis-Bacon Act could yield approximately $10
million in reduced administrative costs.

The Service Contract Act provides for the payment of
prevailing local wages to and fringe benefits for employees of
contractors and subcontractors providing services under federal
contracts. In 1983, we recommended repeal of the Service Contract
Act,^* again expressing major concerns about the accuracy of Labor's
wage determination surveys and the act's effect on federal contract
costs. Labor estimates that repealing the Service Contract Act
would yield about $12 million in reduced agency administrative
costs.

Administration of the TJTC

The Congress enacted the TJTC program to expand employment
opportunities for the economically disadvantaged by providing
incentives to employers to hire these workers. The tax credit
available under the TJTC program compensates employers for hiring
and retaining individuals from groups such as economically
disadvantaged youth, welfare recipients, and the handicapped. Our
past work" on the program, as well as that of Labor's Inspector

"Other laws providing for federally assisted construction apply the
wages determined by Labor under the authority of the Davis-Bacon
act.

"The Davis-Bacon Act Should Be Repealed (GAO/HRD-79-18, Apr . 27,

1979) and The Davis Bacon Act , correspondence to Congressional
Requesters (GAO/HEHS-94-95R, Feb. 7, 1994)

.

^^Conaress Should Consider Repeal of the Service Contract Act,
(GAO/HRD-83-4, Jan. 31, 1983).

''Tarqgtgg JQbs Tax Cggdit; EmplOYSC Agtigns t9 Regruit;, Hie?, ^nd

Retain EliqJblg WQCl^grS VaCY (GA0/HRD-91-33, Feb. 20, 1991) .
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General,^' strongly suggests that it is an inefficient vehicle for
increasing employment among the economically disadvantaged, often
rewarding employers who would have hired disadvantaged workers
anyway. For example, we found that over half of the employers in
our analysis took advantage of the tax credit without making
special efforts to hire, train, or retain members of the targeted
groups . TJTC expired for employees hired as of the beginning of
1995. Labor officials estimate that, had the credit not expired,
the Department would have provided $25 million to state employment
service agencies for the tax credit's administration. Labor
officials have stated that in most cases, this allocation would not
have fully funded the administration of the tax credit, requiring
the states to finance the remainder. Assuming that TJTC is not
resurrected. Labor estimates that it will save about $25 million
during fiscal year 1995, with an additional, undetermined savings
accruing to many state employment services."

Administrative Changes in ERISA Reporting Requirements

Some future budget savings can also be generated by Labor's
Pension Welfare Benefits Administration's developing a separate
data processing system and computer software to monitor various
ERISA welfare plan reporting requirements. Although implementation
of a new data processing system would necessitate an initial
additional one-time outlay of about $5 million, cost savings
eventually totaling $5 million annually--split between Labor and
the Internal Revenue Service--would begin 2 years after initial
implementation." In addition, small savings" could be achieved by
narrowing Labor's rule requiring the automatic submission by plan

"Labor's Inspector General concluded that the "ineffective TJTC
program should be eliminated." See Semiannual Report to the
Congress. Office of the Inspector General, U.S. Department of
Labor, (Washington D.C. : Apr. 1 - Sept. 30, 1994) p.ii.

"The Office of Management and Budget estimates that TJTC cost the
federal government about $305 million dollars in lost revenue
during fiscal year 1994.

"Estimates savings calculated by the National Performance Review.
For a summary of the review, see From Red Tape to Results : Creating
a Government That Works Better and Costs Less. Report of the
National Performance Review, Vice President Al Gore, (Sept. 7,

1993) .

"•the National Performance Review has estimated that the savings
from this regulatory change would total approximately $50,000.
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sponsors of Summary Plan Descriptions^" to require submission only
where plan participants make an official request to Labor to review
the document.

CONCLUSION

Although much of Labor's budget comprises mandatory spending,
several employment training programs --JTPA Title IIC Program for
Disadvantaged Youth, Job Corps program and Title III (EDWAA) --might
be candidates for budget review. These programs have either
received increases in fiscal year 1995 funding, have had some
concerns raised about their effectiveness, or have demonstrated
difficulty in spending prior year allocations. They represent
sizable investments in socially laudeible objectives and the total
funding for these programs is only a fraction of resources
necessary to serve the entire eligible population. Nevertheless,
they may warrant review during these difficult budgetary times.

In addition, other reductions may be considered through
congressional deliberation on proposals to consolidate federal job
training programs, repealing the Davis-Bacon and Service Contract
Acts, not renewing the TJTC program, and implementing
administrative changes for enforcing ERISA.

As this subcommittee continues to seek areas for savings, we
are committed to assisting you in any way we Ccui.

Mr. Chairman, that concludes my prepared statement. At this
time, I will be happy to answer any questions you or other members
of the Subcommittee may have.

For more information on this testimony, please call Sigurd Nilsen
at (202) 512-7003 or Charlie Jeszeck at (202) 512-7036. Other
major contributors included George Erhart, Larry Horinko, Tom
Medvetz, emd Lori Rectanus.

^°A summary plan description is a detailed explanation of a benefit
plan's provisions, including its operation, benefits calculation,
eligibility criteria, and other information.

10
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APPENDIX I APPENDIX I

Table 1: Labor's Budget Authority. Fiscal Years 1994 and ]^995

dollars in millions

Category
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APPENDIX I APPENDIX I

Table 2:

Programs

.

Funding Changes in Mai or Employment and Training
Labor Department. Fiscal Years 1994 and 1995

dollars in millions

Program
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APPENDIX II APPENDIX II

RBIATBP QhQ PRQWCTS

Multiple Employment Training Programs: Mai or Overhaul Needed to
Reduce Costs. Streamline the Bureaucracy, and Improve Results
GAO/T-HEHS-95-53, Jan. 10, 1995).

Multiple Employment Training Programs: Basic Program Data Often
Missing (GAO/T-HEHS-94-239 Sept. 28, 1994).

Multiple Employment Training Programs: H9W Lgqislativg PrgPQ?^!?
Address Concerns (GAO/T-HEHS-94-221, Aug. 4, 1994).

Multiple Employment Training Programs: Qygclap Am<?nq Pcgqg^g
Raises Questions About Efficiency (GAO/HEHS-94-193 , July 11, 1994).

Employment Discrimination: HQW RgqiSt:gC§<a RgPCgSgntat^jygg FaCS in
Discrimination Disputes (GAO/HEHS-94-17 , Mar. 30, 1994).

Multiple Employment Training Programs: Conflicting Requirements
Underscore Need for Change {GAO/T-HEHS-94-120, Mar. 10, 1994).

Multiple Employment Training Programs: MaJOr Qygfhaul JS Nggdgd
(GAO/T-HEHS-94-109, Mar. 3, 1994).

Multiple Employment Training Programs: Mggl; Fg<agiral Aq^ngJgS PQ
Ngt Kn9w It Thgjr Prgqgams Ars WcrKinq Sffgctjygly (gao/hehs-94-88,
Mar. 2, 1994) .

Occupational Safety and Health: Changes Nsgcasd in the C9rnbing<^
Federal-State Approach {GAO/HEHS-94-10, Feb. 28, 1994).

EEOC's Expanding Workload: Increases in Aqs PiggrimJnatJQn ^nd
other Charges Call £qc New Approach (gao/hehs-94-32, Feb. 9, 1994).

Davis-Bacon Act (GAQ/HEHS-94-95R. Feb. 7, 1994).

Multiple Employment Training Programs: Overlapping Programs Can
Add Unnecessary Administrative Costs (GAO/HEHS-94-80, Jan. 28,
1994) .

Legislative Employment: Operations of the Office of Fair
Employment Practices Could Be Improved (GAO/GGD-94-3 6, Dec. 9,

1993) .

Occupatjgnal Safety and Health; Differences Between Prpgrams in
the United States and Canada (GAO/HRD-94-15FS, Dec. 6, 1993).

U.S. -Mexico Trade: The Work Environment at Eight U.S. -Owned
Maquiladcra Auto Parts Plants (gao/ggd-94-22, nov. i, 1993).
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Unemployment Insurance: Program's Ability to Meet Objectives
Jeopardized (GAO/HRD-93-107 , Sept. 28, 1993).

The Job Training Partnership Act: PQt^gnti^]. €?? Prgqr^
Improvements but National Job Training Strategy Needed (GAO/T-HRD-
93-18, Apr. 29, 1993)

.

Private Pensions: Protections for Retirees' Insurance Annuities
Can Be Strengthened (HRD-93-29, Mar. 31, 1993).

Mine Safety and Health: Tampering Scandal Led to Improved Sampling
Devices (GAO/HRD-93-63 , Feb. 25, 1993).

Dislocated Workers: Worker Adjustment and Retraining Notification
Act (WARN) Not Meeting Its Goals {GAO/HRD-93-18 , Feb. 23, 1993).

Family and Medical Leave Cost Estimate (GAO/HRD-93-14R, Feb. 1,

1993) .

Underfunded State and Local Pension Plans (GAO/HRD-93-9R, Dec. 3,

1992) .

Employee Drug Testing: QppgrtUnitJgS ExlSt; t9 LgWgJT PCUq-TgStinq
Program Costs (GAG/GGD-93-13 , Nov. 23, 1992).

Minimum Wages and Overtime Pav: Change in Statute of Limitations
Would Better Protect Employees (GAO/HRD-92-144 , Sept. 22, 1992).

Pension Plans: Pension Benefit Guaranty Corporation Needs to
Imprpve Premium Collections {GAO/HRD-92-103 , June 30, 1992).

Child Labo r: Information on Federal Enforcement Effort (GAO/HRD-92-
127FS, June 15, 1992)

.

Occupationa l Safety & Health: WorKgJt;? SafgW and HsaJt^h Pcoqr^?
Show Promise (GAO/HRD-92-68, May 19, 1992).

Hired Farmworkers: Health and Weil-Being at Risk (GAO/HRD-92-46

,

Feb. 14, 1992)

.

Employment Service : Improved Leadership Needed for Better
Performance (GAO/HRD-91-88 , Aug. 6, 1991).

Job Training Partnership Act: Ina<agqvat;? Qvgr?iqhl; Lgav?? PCQqram
Vulnerable to Waste. Abuse, and Mismanagement (GAO/HRD-91-97 , July
30, 1991)

.

Advance Notice: Public and Private Sector Policy and Practice
(GAO/T-HRD-91-19, Apr. 18, 1991).
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Targeted Jobs Tax Credit: EP^PlQYgC Agt^iQR? KQ RggrUJC, HJrg, anc^

Retain Eligible Workers Vary (GAO/HRD-91-33 , Feb. 20, 1991).

Unemployment Insurance: Adminsitrative Funding is a Growing
Problem For ?^t.ate Programs (GAO/HRD-89-72BR, May 24, 1989).

Job Traini ng Partnership Act: SgrVJCgS and QutggmgS fgf
Participant s With Differing Needs (GAO/HRD-89-52 , June 9, 1989).

nnemployment Insurance: Trust Fund Reserves Inadequate (GAO/HRD-
88-55, Sept. 26, 1988) .

The Congress Should Consider Repeal of the Service Contract Act
(GAO/HRD-83-4, Jan. 31, 1983).

The Davis -Bacon Act Should Be Repealed (GAO/HRD-79-18 , Apr. 27,

1979) .

(205283)
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JOB TRAINING

Mr. Porter. I am very interested in your further thoughts on the

163 programs for worker training that must seem to anyone to be
just an incredible bureaucracy that you have to ask yourself, how
did we ever allow this to grow this way and what can we do to cor-

rect it?

Apparently, only a quarter of the programs are in Labor. Where
are the rest of the programs?
Ms. MORRA. It is on page 25 of our testimony. This is from the

Kassebaum hearing. We have a graphic that we will provide to you
that shows the Federal departments. It is very hard to read even
when you are up close. It shows the Federal departments at the top

and then all the offices that basically administer the programs. It

is hard to read at this point because there are so many offices that

basically have these programs.
Mr. Porter. Apparently, over 100 of the programs are in depart-

ments under our jurisdiction.

Mr. NiLSEN. There are about 61 programs, job training programs
in the Department of Education, 37 in the Department of Labor,

and I can tell you the ones in HHS in a second.

Mr. Porter. Fourteen, I have on this list here, for $1.6 billion.

Ms. MORRA. We have just gone through, one program in the De-
partment of Agriculture, one program in the Appalachian Region
Commission, nine programs in the Department of Commerce, three

programs in the Corporation for National Service, two programs in

DOD, the 61 programs in the Department of Education, 13 pro-

grams in HHS. In HUD, we have six programs; in the Department
of the Interior, remember, we have two programs.
Mr. Porter. I wonder if you can give me some idea of the time

frame for the growth and the multiplicity of programs. Are these

in the last 10 or 15 years?
Ms. MORRA. I know when I first became aware of this, we did

a briefing that is probably now three-and-a-half, four years ago;

and at that point, it came to my attention for the first time, we
counted 125 programs.
Mr. Porter. So we have gone with 40 new ones since then?
Ms. MORRA. When we looked again a year ago there were 154.

Mr. Porter. Did you go back before that time and see?

Ms. MORRA. No, we haven't.

Mr. Porter. Do you have any thoughts about the Secretary's tes-

timony on this, the skill grants that he is describing?

Ms. MoRRA. We are encouraged by the fact that the Department
intends to put forward a proposal to at least consolidate 50 of the

programs.
Mr. Porter. Do you know about the administrative costs of these

programs?
Ms. MoRRA. We have an estimate. It is hard to figure. There is

no precise number because no one defines administrative costs the

same way and there is no baseline on these.

Mr. Porter. Do you have a ballpark number?
Ms. MORRA. We have not tried to develop a number. We think,

taken across these programs, that it would be substantial.
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Mr. Porter. Each program has some bureaucracy or someone in

charge
Ms. MORRA. Exactly. What you see at the Federal level is re-

peated at the State and local level. We are also spending money co-

ordinating these things. There are grants; there are coordinating

councils that we fund just to try to get people to know about each
other's programs. But the effectiveness has been questioned, what
they really achieve. They get people sitting around talking, but
what they achieve in terms of results isn't real clear.

Mr. Porter. Mr. Miller.

Mr. Miller. The cost—I am sure there is a cost to the Depart-
ment of Labor to administer these. In my district, I have dealt with
one organization; and they have been here for their annual meet-
ings, and it is nice meeting their people for lunch. I spoke to a
group in Fort Myers; because the cost filters down, they were never
necessarily measured on the cost of applying for grants.

Ms. MoRRA. Yes.

service contract act

Mr. Miller. There is a Service Contract Act; that is Davis-Bacon
applied to services?

Ms. MoRRA. Essentially it is the same thing.

Mr. Miller. If there is a Federal courthouse in Tampa, they
have to have an issue as far as cleaning services. It costs more to

administer that, $12 million administrative cost within the Depart-
ment of Labor versus $10 million for Davis-Bacon.
Ms. MORRA. Those are Department of Labor estimates, and I am

not sure how they came up with those estimates.

Mr. Miller. I have heard a billion dollars a year. Is that $3 bil-

lion for a five-year period, and what is the Service Contract Act?
Ms. MoRRA. CBO's number is the one I would use, because that

is the official number. I believe that is $3 billion—over five years.

Mr. Miller. How do they come up with this? Prevailing wage is

the question, but the wage is far greater than anyone else in the

marketplace. How can that be prevailing in the local markets if

they are far greater than other wages from what I have heard?
Ms. MoRRA. They do an elaborate survey and basically survey

employers to figure out what the wage rates are that are paid to

lots of different occupations. Actually, they have to estimate these

things for 12,400 different occupations. So what happens is, they
send this out, but the response is voluntary.
Some companies respond to the survey and a lot of employers, a

lot of companies, don't respond. The average age of these wage de-

terminations, and that has always been part of the problem with
this Act—the average age that they are using is seven years, so

that basically the wage determinations are seven years out of date.

Mr. Miller. The wages seem higher than they really are.

Ms. Morra. They are often based on as little as a 75 percent re-

turn rate, very poor. The Department doesn't go ahead and sort of

run any checks to see if there is bias in that 25 percent.

Mr. Miller. What about Secretary Reich defending Davis-Bacon,
that because we are such a major employer and a marketplace that

we would distort the wage base and drive down wages?
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Ms. MORRA. We have no information on that. We have focused
our efforts on the administration of Davis-Bacon.
Mr. Porter. Mr. Riggs.

Mr. RiGGS. Thank you for hanging in there. First of all, let me
ask for a copy of that chart.

Ms. MoRRA. We would be happy to provide it to you.
Mr. RiGGS. We will blow it up.

Ms. MORRA. We have big boards that we will be happy to provide
you.

JOB TRAINING

Mr. RiGGS. Let me ask as sort of a segue to the broader policy

issue in question—ask you, if I correctly understand your testi-

mony, which I believe was in this subcommittee—^you may have
also offered it in the authorizing committee, that in effect the Fed-
eral Government is doing a lousy job in terms of tracking the ulti-

mate success in the work force of those people who receive Federal
job training services.

Is it correct to say that the Federal Government does not know
how many of those people who are served or who receive that type
of Federal Government assistance ultimately get and retain jobs?
Ms. MoRRA. It is true, the Federal Government has done a very

poor job of tracking. There are
Mr. NiLSEN. We know it for some programs, but not very many.
Mr. RiGGS. Why is that? Is that just poor oversight from depart-

ment to department, agency to agency? Why is that?
Ms. MoRRA. I think that part of it was in orientation, not putting

money into evaluation. For some, we are talking about basic infor-

mation. Who participates in what programs? What services do they
get? Do services vary by gender or do services vary by race? What
are the placement rates, and how long do people stay in the jobs
in which they are placed? This is basic information that should be
there in any program.

Until recently, and I think because the problem hadn't been
raised to people's consciousness, this information just wasn't col-

lected on a lot of programs. If we look and we testified on JPTA

—

at least for JPTA, we have that kind of basic information, but that
is one of the few programs for which we have it. Compared to the
JOBS program—the JOBS program can't tell you that information
at all.

Mr. RiGGS. Would that difference be, in part, attributable to the
audit requirements of JPTA; or why would you—to what would you
attribute

Ms. MoRRA. It could be the one program coming out of HHS, the
other coming out of Labor. This is speculation on my part, but it

may be the different histories of those programs and coming out of
different Federal agencies, one coming out of welfare, the other out
of job training and Labor.
Mr. RiGGS. Let me follow up with Title III, EDWAA, and any

other programs of JTPA where the funding has significantly in-

creased over the last few years. What would be the primary reason
for that, aside from political decisions made in Washington, D.C.?
Ms. MORRA. Of why the funding has increased?
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Mr. RiGGS. Yes. Is there a valid justification for these funding in-

creases?
Ms. MORRA. With the Job Corps program—let's look at that—

I

think that people just didn't look real hard at the Job Corps for a
long time. People want to have the solutions, they want to feel that

something is going to work for this very difficult-to-serve popu-
lation. They relied on a Job Corps study that was done in the

1970s and sort of blessed that program as a success, but that study
now is over 20 years old, and it is time to relook at the Job Corps
program.
Mr. RlGGS. Last point: Last week the authorizing subcommittee,

as the chairman knows, introduced a bill known as the Work Force
Preparation and Development Act, legislation that would eliminate
duplication and fragmentation and transfer major decision-making
to States and local communities and stress the vital role of the pri-

vate sector, which has been a significant partner in JPTA, and es-

tablish a National Work Force Preparation System which is market
driven and reinforces individual responsibility. I bring that to your
attention today in hopes that we can obtain your assistance and
your critique of that legislation as it does.

Ms. MoRRA. We would be happy to do so.

JOB CORPS

Mr. Porter. One closing question, if I may: On the Job Corps it-

self, there have been—I think the IG testified here that there have
been certain locations where the program has not been effective,

consistently performing below average in a lot of criteria over a
long period of time. Do you suggest that perhaps we can get at that

by cutting the budget for new centers? Does that really do it?

Ms. Morra. Cutting the budget for new centers won't get at

problems with existing centers, no. We have some ongoing work
ourselves to look at some of the Job Corps centers to try to deter-

mine what is happening there, what their placement records are,

how many people who enter those programs in different locations

really end up being placed in jobs and in how many cases the jobs

that they are placed in relate to the training they got in the Job
Corps program.
Mr. NiLSEN. Our point in the testimony was, given some of the

concerns raised about the Job Corps program, maybe this is not the

time to expand the number of centers until we know more about
those centers that exist.

Mr. Porter. Do we know how many centers are

underperforming, as opposed to the rest of them?
Mr. NiLSEN. We have some information on performance, but

there are no hard standards that I know of on what is an accept-

able level of performance.
Mr. Porter. The IG seemed to indicate that there were only a

handful of centers that were consistently poor performers.
Are you saying that there may be a much larger number than

that?
Mr. NiLSEN. We are looking into the issue of the Job Corps right

now. We don't have an answer to that question. It is an area that

we haven't done much work in in the last several years, and it is
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an area that we are developing more information on, given the
level of the budget.

SCHOOL-TO-WORK

Mr. RiGGS. One other comment; that is, following up on my ear-
lier question and my concerns about duplication and fragmenta-
tion, could you take a look for me and for other interested Members
at the School-to-Work program? I should have mentioned that ear-
lier.

I am concerned, again, about what coordination is currently tak-
ing place between, again, the different Federal departments and
agencies—DOE—and then how that works with State and local

government, and specifically comment again on the potential for
savings by eliminating duplication and fragmentation.
Ms. MoRRA. We would be happy to get back to you on that. We

have some work.
We have been concerned about even out in the States how the

current Perkins Voc-Ed program is relating to the new School-to-

Work transition program, how that fits in even with other pro-
grams, such as the literacy programs; and I think that is an area
where more work needs to be done to see what is happening, how
are those programs coordinating, what is the relationship at the
Federal level, at the State level and at the local level.

So we would be glad to report to you on that.

Mr. RiGGS. Thank you very much.
Mr. Porter. Thank you very much for your testimony.
The subcommittee stands in recess until 9:30 tomorrow.
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Thursday, January 19, 1995.

CORPORATION FOR PUBLIC BROADCASTING
DOWNSIZING

TESTIMONY OF MEMBERS OF CONGRESS, THE CORPORA-
TION FOR PUBLIC BROADCASTING, AND OTHER INTER-
ESTED INDIVIDUALS AND ORGANIZATIONS

Opening Remarks

Mr. Porter. The subcommittee will come to order, please. We
convene today the fourth and last of the subcommittee's hearings
on downsizing the departments and agencies under our jurisdic-

tion.

We have already heard from the Secretaries of Labor, Education,
and Health and Human Services. I would note that over the last

week, as we had hearings with these Cabinet officials, who oversee
discretionary budgets of about $70 billion, the level of media and
public attention to our deliberations was insignificant. I am rather
amazed to see all of the media attention today, considering the
budget of an agency that is one-200th of the size of the depart-
ments that we have considered previously. I am rather amazed to

see the lack of attention to programs for education for handicapped
children, for biomedical research, for vaccine programs, for job
training, and the high level of media attention to an agency whose
budget is $300 million, compared to $70 billion.

Today, we have invited Ambassador Richard Carlson, the Presi-
dent and CEO of the Corporation for Public Broadcasting, as well
as Henry Cauthen, the Chairman of the Board of Trustees to tes-

tify. We appreciate, Mr. Ambassador, your willingness to appear
before the subcommittee today to help us consider funding options
for CPB.
As I stated at our initial hearing last week, I am determined on

two points: First, that this subcommittee will contribute substan-
tially to government-wide downsizing efforts; and second, that we
will do so responsibly and thoughtfully, not mindlessly.

I personally have been a longtime supporter of the Corporation
for Public Broadcasting and I continue to believe in the value of
public broadcasting, but my overriding concern for government is

fiscal responsibility. We must get our deficits and our debts under
control so that we do not continue to pass along a crushing debt
burden to our children and grandchildren.
Let everyone understand that there are no easy choices in our

bill. We must choose among programs that educate our children,
serve the health of the American people, and protect and train our
country's workers. In effect, we must ask, "Is public broadcasting
a higher priority than Pell Grants, Head Start, the vaccine pro-
gram, or worker retraining?"
Given the change in leadership in the House, we intend to exam-

ine every aspect of our budget. After 40 years, we need to critically
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evaluate every program under our jurisdiction to determine what
things the Federal Government ought to be engaged in and what
things, perhaps, they should not; what we can do better and what
can be done differently either by government or in the private sec-

tor. Our hearings last week and this week are a first step in that
process.

Mr. Livingston, I yield to you.
Mr. Livingston. Thank you very much, Mr. Chairman, and con-

gratulations on a splendid statement. I think that you have put
your finger on the problem.

I want to welcome Ambassador Carlson and all of the other good
people who are here to testify on behalf of public broadcasting, in-

cluding Ms. Beth Courtney, who is here from Louisiana, who does
such a fabulous job with public television in Louisiana, and is a
stellar advocate for education within public TV.

I think that there will not be an argument in this room by any-
body about the merits of public broadcasting. It has served us well.

It does a great service for children and for all Americans who have
a chance to tune in and watch many of the splendid programs that
are on public television. Some programs are controversial, some are
very controversial, and I guess we will hear testimony about those
specific programs.
But my point in being here at this hearing, and I am glad you

have called it, Mr. Chairman, is to echo your theme. The issue that
brings us here today is really not about the merits or demerits of
public broadcasting, if in fact there are any demerits. The issue is

the fact that over the last 25 years, stretching back over the last

possibly 40 years, we have accumulated a $5 trillion debt. We are
currently paying around 15 percent of our annual budget in inter-

est on that debt. Every year we compound another $200, $250,
$300 billion in additional debt through the deficit and the budget.
And the burden to ultimately repay that debt, to repay the interest
which is becoming a larger and larger share of our annual budget,
is falling not so much on us, although we are seeing signs that the
American life-style is being affected in recent years, but it is cer-

tainly going to fall on our children and our grandchildren if we do
not get this problem under control.

Now, I have heard one American after another say, "yes, well,

that is down beyond the deadline after which I don't have to worry
about it;" or, they say, "yes, it may be a problem but I have this
one program that is real important." Russell Long, former Senator,
the great Senator from Louisiana, used to talk about tax law and
he would say, "Do not tax you, do not tax me, tax the fellow behind
the tree." And his little slogan really was intended to portray the
fact that people realized that pain has to be inflicted sometimes in

order to be responsible and run government, but it should not be
inflicted on you and it should not be inflicted on me, it should be
inflicted on the guy that we do not see or hear about so much.
Mr. Obey. That is the way you have been behaving.
Mr. Livingston. It is appropriate. That was an appropriate ex-

ample.
These days what we are hearing is, "do not cut you, do not cut

me, cut the fellow behind the tree." Do not cut public broadcasting,
do not cut one program or another program or any other program.
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But, folks, three weeks ago we got a lesson in stark reality. Mexico
found their peso collapse and the life savings of every single Mexi-
can citizen who held his savings in pesos found his life savings de-

valued by 40 percent in three weeks' time.

Under President Clinton, the Congress is now debating whether
or not to bail out Mexico, and we may get them over the hump and
we may save the Mexican citizen and we may keep or forestall all

the problems that flow from the devaluation of their currency, the

loss of their jobs, the lowering of their life-style, the onslaught of

immigration into the United States and so forth, but if that day
comes that America suffers the same problem, who is going to bail

us out?
When we are compounding debt year after year after year, what

we are effectively doing is failing to get our spending in line with
our inflow of capital, that is, our income does not come close to

what we spend, and what it means is that one day we too may suf-

fer the same fate as Mexico. The Mexicans' problem was caused be-

cause they spent more than they received.

We can come forward and hear all these wonderful witnesses and
say, "my goodness, this is a great program," and I agree, I concur,

it is a great program. In fact, it only gets $250 to $300 million a
year. We do not have to cut this one, but then what do we say to

the next group of folks who come in and say do not cut their pro-

gram and the next one after that and the next one after that?

The current debt on the American economy amounts to $20,000
for every man, woman, and child in America, or roughly $80,000
for every American family. Is it right for us to leave that burden
to our children and our grandchildren? Is it right for us to say that

we can afford this program and the next program and the next pro-

gram without worrying about whether one day our children face

the same problems that Mexican citizens face today?
I suggest to you that it is not right. I suggest to you that, yes,

public broadcasting, just like all of the other programs in the Fed-
eral discretionary budget should be on the table; that Americans
have not only the right but the responsibility to ask themselves,
"Can we afford this anyniore?"

Public broadcasting raises 86 percent of its budget in the private

arena. Only 14 percent comes from the American taxpayers. If they

can get 86 percent from the private arena, is it not fair to ask
whether or not taxpayers can currently afford to supply that extra

$300 million, or extra 14 percent, of public broadcasting's budget?
Public broadcasting has been enormously successful. They have

wonderful programs: Big Bird, Sesame Street, Barney. Sesame
Street currently generates $800 million annually in gross licensing

revenues. Barney has been rated by Forbes Magazine as the third

richest entertainer in America after Steven Spielberg and Oprah
Winfrey.

Folks, the American taxpayer does not need to come to the fore-

front necessarily and underwrite very wealthy entities like Big
Bird and Barney. They can fend for themselves. But if it is a
worthwhile project and if we can affirmatively say we can afford

it, then perhaps we should continue it. But if we cannot afford it,

maybe, just maybe we ought to question the entire program of

whether or not the taxpayer should underwrite public broadcasting.
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The Corporation for Public Broadcasting is exempt from the

Freedom of Information Act. That means that we in Congress, even
though we have over the many years been supplying millions, hun-
dreds of millions of dollars, in fact over the years, billions of dollars

to Corporation for Public Broadcasting, we cannot discover the

truth about the multiple financial transactions occurring within the

system. The Corporation for Public Broadcasting has all the public

relations benefits of a charity with all the financial potential of a
private company and the security of a Federal subsidy. That is not

a bad deal.

Can we afford that? Do we want to afford it? And should we not

be entitled to ask questions about where all of the money is going

and why they should have to have 14 percent of their budget from
the American taxpayer?
When the Corporation for Public Broadcasting's funds are threat-

ened, as apparently they consider them to be today, they have lob-

bied the Congress, I think it is fair to say. I guess that is

oversimplifying the case. In the last six or eight days, across the

screen under Big Bird and Barney, and all the other wonderful pro-

grams on my local public broadcasting station, there is a tag line

that says something to the effect "This program could go out of

business. If you do not want it to go out of business, if you want
to save Big Bird, please call Bob Livingston at 202-225-3015 or at

his local district office at 504-589-2753 and let him know." I have
gotten 300 or 400 calls a day, even on Martin Luther King's holi-

day and even, actually, last Sunday. I think that is called lobbying.

I am not sure, but I would have to say that I am reminded that

there is a law passed by this Congress in 1993, in the Labor-HHS
bill, which contains a section, section 509(b), that says no part of

any appropriation contained in this Act shall be used to pay the

salary or expenses of any grant or contract recipient or agent act-

ing for such recipient related to any activity designed to influence

legislation or appropriations pending before the Congress.

I am not sure, but I think a lawyer would take a look at what
is happening and suggest that perhaps the law is being violated.

Moreover, I would have to say, in talking with Mr. Randy Feldman
of WYES in New Orleans, I was surprised to find that he did not

know that the Public Broadcasting Act of 1967 specifically calls for

strict adherence in balancing of ads in all matters of public con-

troversy where public funds are appropriated, and he did not know
if he spends money and time in lobbying people to call Congress
that he has to give equal time to Congress to lobby back.

Now, is that an adequate or a proper expenditure of taxpayers'

funds? I think at the very least that question is worthy of examina-
tion by this committee. And I know that there are a lot of people

outraged, who will be here today, who will say categorically and
unequivocally that the Congress must underwrite the Corporation

for Public Broadcasting. We have a duty; a responsibility. We will

hurt children all over America.
Folks, nobody here wants to hurt children. Nobody here wants to

hurt the quality of programming that exists in public broadcasting,

but we do have to question that for the good of those children and
their children can we afford this program? Is it being properly run?
How much are the big board members, the executive producers of
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the Corporation for Public Broadcasting, who are not governed by
statute, how much do they make in salaries? Where are the records
for the Corporation for Public Broadcasting beyond the 14 percent
that is supplied?
Yes, that 14 percent may go to specific programs, but where is

all the other funding going? Why should it be separated and why
should not the American people be entitled to ask these questions,
to look at the records, to find out exactly where all of the dollars

go? Can they? I think it is an appropriate area for examination.
I think that this committee is doing the country a great service

by providing a forum in which such questions can be asked. I ap-
plaud you, Mr. Chairman, for calling the hearings, and I do not
know if I can stress enough; I watch public TV. I like the program-
ming for the most part. I enjoy it. But I am not sure that I can
say that we can afford public broadcasting any more than I can say
that we can afford all of the other myriad of hundreds of thousands
of programs in the discretionary Federal budget that are causing
us to spend $250 billion a year more than we receive year after

year after year.

We have a problem in this country and I do not want to see the
American people wake up one day and be bewildered that they, like

the Mexican citizens in the last three weeks, have lost 40 percent,
50 percent, or 60 percent of their life savings. It could happen here
and I do not want it to.

Thank you, Mr. Chairman.
Mr. Porter. We are very pleased that the Chairman of the Ap-

propriations Committee could join us this morning and thank him
for his excellent statement.

I yield to you, Mr. Obey.
Mr. Obey. Mr. Chairman, I had not intended to take a lot of time

with an opening statement this morning, but in light of the com-
ments of my good friend, Mr. Livingston, I am going to take more
than I thought I would.

Let me start by saying that I certainly agree that we have an
obligation, given the financial situation of this country to review
each and every program, and to look for savings wherever they can
legitimately be found. I would like to think that search would be
a balanced search which would ask one fundamental question. Will
the country be better off or worse off after we take whatever action
we are intending to take on each specific program?

I take a back seat to no one in my concern about the Federal def-

icit. In 1981, when this country had not yet experienced deficits

larger than $70 billion, we were presented with an experiment
which we were told if Congress passed it would balance the budget
in four years. Instead, what it did was to quadruple Federal defi-

cits and quadruple the national debt. We have been living with
those consequences ever since.

I am happy I was here in the Congress in those days because ex-

perience is that quality which enables you to recognize a mistake
when you are about to make it again. And I think that is where
we are headed.
We are being presented with the necessity to move quickly on a

number of financial fronts because there are a lot of people in this

Congress who were elected under the banner of a so-called "Con-
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tract." That Contract alleges that it would find a way to balance
our Federal budget within seven years. And it also along the way
asks for additional revenue actions, which over that same seven-

year period, would cost approximately $400 billion, after the deficit,

if you do not find a way to cut other funding to pay for it. That
means we will have to be looking for a lot of spending reductions.

In my view we also ought to be looking for an awful lot of illegit-

imate tax expenditures which grant special favors to people in the
Tax Code to the tune of about $80 billion a year.

Now, I am a good friend of public broadcasting, I would like to

think. When I was in the Wisconsin legislature, I sponsored the
legislation that created the authority for the statewide public
broadcasting network. And I have been a strong supporter of fund-
ing for public broadcasting.

I did not support the idea of making this funding an entitlement
that a lot of friends of the Public Broadcasting System did because
I do not believe that anybody should be above the fray. I think that
everybody ought to have to roll their sleeves up and get down in

the pit with everybody else, and I think everybody ought to have
to justify their budgets, each and every year. So that is why I sup-
ported the compromise under which we provided forward funding
for the Corporation for Public Broadcasting so that they would
know how to plan, just as we have enabled school districts to have
forward funding to predict their budgets, but that is why I strenu-

ously resisted making public broadcasting an entitlement because
I do not think they are entitled to be an entitlement.
So I certainly believe that we have an obligation to look at this

program just as we look at every other program to determine
whether or not savings can rationally and effectively be made. But
lest we hyperventilate and come to the conclusion that eliminating
public broadcasting is going to solve our deficit problems, let me
simply point out that this program approximates about two one-
hundreths of 1 percent of the Federal budget. It spends a little

under $300 million a year. The Pentagon spends $300 million every
10 hours. We spend $300 million a week on the highway systems.
We spend a billion dollars apiece for B-2 bombers, three times as
much as is appropriated for this program. We spend $3 billion for

new aircraft carriers.

So I would submit that we ought to ask the same questions about
all programs when we are searching for ways to cut the Federal
budget.

I am very much concerned that this hearing today is going to be
a dialogue of the deaf, because my concern is that we will have peo-

ple talking past each other, neither one of us hearing each other
and people will go out of this room having learned nothing that
they did not know when they came in.

So I think it is important to understand one thing about this

hearing. I think we need to understand the real reason that so

much attention is being focused on the public broadcasting pro-

gram. And in my view, everybody is entitled to their own, I guess,

but in my view Corporation for Public Broadcasting is being singled

out for special targeting by some in this Congress, including the
new House leadership, because they believe that public broadcast-
ing can be painted as being elitist and they feel that if they can
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eliminate this program that they will then have the political cover
which is necessary in order to really savage a lot of other programs
in the budget that are meant to sustain people who are living on
the edge; programs that are aimed at people much lower down on
the income scale than are most people in this room today.

So I think they believe that they can use the elimination of this

program to create a political justification for whacking a lot of

other crucial programs without being accused of only focusing on
the poor or near poor.

I firmly believe the best way for friends of public broadcasting to

respond is not to simply come here and expect to be exempted from
cuts, because that is not going to happen. I think what friends of

public broadcasting will need to do is to account for the way they
spend appropriated money, just as anybody else has to, and then
to make very clear that while they are willing to accept their fair

share of budget reductions, they need to make very clear why it

would not be in the interest of this country to single out a program
like this for elimination or cuts far in excess of those that will be
directed at programs far less deserving.

It seems to me that public broadcasting does add to the quality

of life in this society. It seems to me that it does put an upward
pressure on the private networks in terms of the quality that they
provide to the American people.

I do not suppose I would describe network television as being the
wasteland that Newton Minow said it was several years ago, but
I do think there are an awful lot of junkyards lying around, and
it seems to me that it is important to consider whether or not the

sustaining of this effort by the Congress is an useful contribution

to the civilizing of our society and to the increasing quality of what
it is that the public sees when it turns on the television or it turns

on the radio dial.

I also think we have to look at questions of affordability. There
is no question about that. But I think we need to understand the
context in which this hearing is taking place today. I also hope that

you will give us ample evidence to demonstrate why, if this funding
for this program is eliminated, how that, in fact, will fall geo-

graphically across the country.

I happen to represent a district that does not have a single city

larger than 37,000 people. I know that if this appropriation is

eliminated districts like mine will experience a far greater shock in

terms of impact on public broadcasting than will some of the

wealthier urban districts in this country where they have the re-

sources to counteract the loss of funds provided by this appropria-

tion.

So I hope rather than debating two competing cataclysmic vi-

sions today of what will happen if we continue a program that

some people think we cannot afford or what will happen to destroy

society as we know it if we eliminate this appropriation, I hope you
will simply get both sides to the practical question of what this pro-

gram does, how it spends its money, why it deserves to be contin-

ued, if it does, and where perhaps specific savings can be made but
nonetheless keeping in mind the answer to that last and fun-

damental question, would the country be better off if congressional

support for this program is eliminated. I do not think it would be.
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but I think that persons who are interested in saving this program
need to make very, very clear today why that would not be the

case.

Mr. Porter. Thank you, Mr. Obey.
Mr. Porter. The Chair will announce that we will continue our

hearing as votes occur on the House Floor. One has just been
called. I have told Members on our side to go ahead and vote. I

would tell the same thing to Members on the other side, and we
will attempt to continue.

Now, we are very pleased to be joined this morning by Senator
Larry Pressler, the Chairman of the Senate Commerce Committee,
that is the committee of authorizing jurisdiction over the Corpora-
tion for Public Broadcasting. He has asked for the opportunity to

testify before the committee this morning. We are delighted that he
has been able to join us.

WITNESS

HON. LARRY PRESSLER, A U.S. SENATOR FROM THE STATE OF SOUTH
DAKOTA

Senator Pressler. Thank you, Mr. Chairman. I shall be quite

brief because I know you have a vote that you have to carry out.

And I will summarize my statement and place it in the record. But
I am here to say that I believe very strongly that public television

and radio can be priviatized at the Federal level and do very well.

Now, in 1981 to 1984, there was a study called Temporary Com-
mission on Alternative Financing for Public Telecommunications,
and this study found that the viewers of public television did not

mind advertising, and since that time there has been advertising

on public radio and television and it has brought in a lot of reve-

nue. In fact, large corporations are lined up to advertise on public

radio and television. There is additional revenues in that area that

could be obtained.

Also, as has been pointed out by Chairman Livingston and your-

self, Mr. Chairman, there are great revenues that could be ob-

tained from getting a bigger percentage of the profits of people who
appear and programs that appear on public television and radio,

and, indeed, the citation of getting a bigger percentage of the Bar-

ney profits and so forth. Now we are told that the Corporation is

doing a better job of negotiating for these contracts, but I think

they could do an even better job.

And I would say that public broadcasting in this country already

acts like a private company in many ways. For example, it adver-

tises, it lobbies, indeed as I was coming through the National Air-

port the other night I saw a huge picture of my old friend Ken
Bode about his weekend program and so forth. And it said down
at the bottom, "paid for by the Ford Motor Company."
But the point is these grants to the public broadcasting replace

Federal money. So it is all one pot. They would say we are not

using taxpayers' dollars to advertise, we are not using taxpayers'

dollars to lobby Congress, but if it all comes out of the same pot,

it ultimately is the taxpayers' money.
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So here we have a program that has one of the wealthiest audi-

ences in the country, and I am part of that audience. It is well or-

ganized. It does nationwide grass roots campaigning for Federal

money. It has hired some of the most expensive consulting firms

and grass roots lobbying firms here. And there is a way to

priviatize it.

Now, Al Gore has asked us to privatize as many areas as pos-

sible and I read his Reinventing Government, and this agency cer-

tainly qualifies for privatizing. It can be privatized. We have asked
the chairman of the Public Broadcasting to come up with a plan,

steps that could be taken.
So that is a summary of my testimony. We are not to be painted

as being against rural radio. They will have more money under a
privatized situation, in my judgment and according to my numbers.
We are not against children's programming. There will be more of

it. Indeed, Nickelodeon produces a lot of it under the private enter-

prise system now and is marketing it even in France.

There was seed money to get the Corporation for Public Broad-
casting going. It is now a very healthy, mature, strong entity and
it can be privatized. That is my message.
And I am weary of people sajang that privatizing means killing.

It did not kill Conrail. It did not kill the Fannie Mae, at least not

according to what they pay their directors over there. There have
been a lot of things that need to be privatized and this is a classic

example.
And I met yesterday with a privatization expert who studies how

to privatize things. He said if there is ever anything that could be
privatized in this country, it is the Corporation for Public Broad-
casting. And I wish the executives over there would start a study,

start planning this.

They started a study in 1981 with the Temporary Commission on
Alternative Financing for Public Telecommunications, but, basi-

cally, they operate just like any other station except that they get

a huge subsidy and they do not need it if they just negotiate their

contracts right and take advantage of the advertising opportunities

that they have, which they are doing.

So, Mr. Chairman, that makes a long story short. I will place my
statement in the record. I know you are under great pressure here

today. Just do not let anybody say that we are trying to kill public

radio and public broadcasting. We are not. We just want to pri-

vatize it and it will be just as good as the Learning Channel and
Nickelodeon and all the other competing ones that sit there with-

out a Federal subsidy. And I thank you very much.
Mr. Porter. Senator Pressler, we very much appreciate your

joining us this morning and giving us your insight on this question

and we will put your formal statement in the record.

[The prepared statement of Senator Larry Pressler follows:]
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Good morning. Thank you Chairman Porter and members of the
Committee.

I appreciate having the opportunity to testify at this
important hearing concerning the Corixjration For Public
Broadcasting.

If one message is clear from November's elections, it is
that Americans want deep cuts in federal spending, without
gimmicks or special pleading. As Chairman of the Committee on
Commerce, Science and Transportation, I expect to propose cuts of
tens of billions of dollars from current levels of spending --

and to privatize wherever possible. The Clinton Administration
as well is calling increasingly for spending cuts and for
privatizing government agencies and subsidized enterprises.

A prime candidate for privatizing is the Corporation for
Piiblic Broadcasting. I want to wean public broadcasting from the
$300 million annual subsidy it gets from federal taxpayers. I am
convinced that the service piiblic broadcasting is intended to
provide could be better offered without costly federal spending
on a posh Washington headquarters and legions of high- salaried
bureaucratic personnel.

As this Committee is well aware, we in America continue to
face a severe fiscal crisis. With an annual budget deficit
projected at $175 billion and a national debt of over $4.6
trillion (with a "T"), we simply cannot afford to pay for all the
good and worthy sounding projects which vie for American's tax
dollars.

Given these trying budgetary times I am wondering what CPB
proposes for the future. I am anxious to hear CPB's plans for
dealing with this problem. I want to see CPB devise a
privatization plan of its own. Technologies, markets, and
federal budgetary realities have changed drastically since CPB
was created in 1967. In today's budget climate, the $300 million
annual subsidy simply cannot be justified. CPB officials must
face this reality and reinvent their system. Let's see a serious
restructuring plan from CPB.

Federal government funding represents only 14% of the total
public broadcasting budget. The other 86% comes from private
contributions, grants, sponsorship and state government funding.

Public broadcasting subsidies are frill we can^longer
afford. It is impossible to argue that America does not have
enough TV or radio or that it is a basic function of government
to satisfy every programming taste underserved by commercial
stations. It is also hard to imagine that public broadcasting's
most popular programs ("MacNeil/LelJer, " "Wall Street Week,"
"Sesame Street," or "All Things Considered") would disappear
without taxpayer subsidies. Indeed, these progreims today already
feature advertising -- also known by the code word "underwriting"
by the public broadcasting crowd.
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The very size of the deficit and national debt has now
become an excuse for irresponsibility, because no single step is
sufficient to make a major difference. If every single program
is sacrosanct, then the cause is hopeless. Typically, public
broadcasting officials claim that the taxpayer subsidy for public
broadcasting is so small that it does not matter. We can singly
no longer tolerate this casual cynicism.

Public broadcasting can best be described as one of
government's "ornamental activities" -- pleasant but not
essential . It clearly does not have as strong a claim on some of
government's and taxpayer's scarce resources as the National
Institutes of Health, child immunization, national defense, and a
thousand other competing causes.

Public broadcasting is mired in waste and duplication. A
Twentieth Century Fund study found that 75 cents out of every
dollar spent on public broadcasting is spent on overhead. In
1983 an FCC staff study estimated that 40% of all public TV
stations had signals that overlapped with another public TV
station. CPB itself estimates that over one quarter of the PBS
stations are duplicative.

When CPB was created during the heyday of the Great Society
over 25 years ago, "market failure" was the fundamental,
underlying premise for federal fxinding of the public broadcasting
system.

Most Americans in 1967 had access to only a handful of
broadcast stations. Since that time there has been an absolute
explosion in the number of media outlets and sources of
information for the American people. For instance:

o Broadcast TV stations increased from 769 to 1,688.

o Broadcast radio more than doubled from 5,249 to 11,725.

o Percentage of TV homes subscribing to cable TV grew
from 3% to 65% (cable is available to 96% of TV homes)

.

o CNN, C-SPAN, Arts & Entertainment, Discovery, The
Learning Channel, Bravo, The History Channel, and many
other cable channels have programming that's a
substitute for public broadcasting without government
subsidy.

o Direct Broadcast Satellite is now available everywhere
in the 48 contiguous states with over 150 channels of
"digital" video and audio programming.

o "Wireless Cable" has several million subscribers.

o Over 85% of American homes have a VCR (VCRs were not
available in 1967)

.



766

o Close to 40% of American homes have a PC which was not
available until the early 1980s.

o Multimedia CD-ROM sales are flourishing with
educational titles particularly popular.

o The Internet and computer on-line services such as
Prodigy, America On-Line and CompuServe are reaching
over 6 million homes.

Most importantly, this is just the beginning of a new era of
information plenty. With the passage of the new
Telecommunications Competition and De-Regulation Act of 1995
which we will introduce and pass early in the 104th Congress, an
explosion of still more media and information outlets will be
unleashed.

Telephone companies, electric utilities and other new
players will enter the media programming field. And with
"digital compression" technology, broadcasters, cable companies,
satellite and other traditional media outlets will significantly
expand their channel and program offerings.

As a result, the days when Americans watched the same TV
shows day in and day out, as they did in 1967, is history. As a
result, the original justification for taxpayer funding of public
broadcasting due to "market failure" no longer holds water.

At a minimum there should be a rational discussion as to the
appropriate role, if any, for public broadcasting in the digital,
multimedia age - - to determine how best to "reinvent" and
"liberate" public broadcasting given the age of information
plenty.

Equally troubling is the fact that public broadcasting
provides a free, publicly subsidized platform for the promotion
of related products and paraphernalia. Yet the American taxpayer
who makes it all possible does not participate in this windfall.

Forbes magazine recently listed Barney, the loveable purple
dinosaur, as the third richest entertainer in America after
Stephen Spielberg and Oprah Winfrey! Barney is estimated to
gross almost $1 billion a year. Sesame Street is close behind
with $800 million.

How much of those hundreds of millions of dollars are paid
as dividends to America's taxpayers? The answer is: not a penny .

There is in many respects a "shopping channel" mentality for
public broadcasting merchandise including Bill Moyer's books. Ken
Burns' "Civil War" and "Baseball" videos, Louis Rukeyser
newsletters, and Frugal Gourmet cookbooks.

Millions of dollars which could be returned to the taxpayer
are diverted to private parties, with non-profit entities
"fronting" for profit making enterprises.
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Since 1968, actual appropriations to the Corporation for
Public Broadcasting have totalled almost $3 billion. This
federal support has produced a system of 340 public TV stations
and more than 1,000 noncommercial radio stations (about two
thirds of which are "CPB -qualified" and get federal money)

.

But federal appropriations, large as they have been, are
only a fraction of the total "federal support package." Under
the FCC's channel "set aside" program, adopted in 1952, many
extremely valuable TV channels were allocated to public
broadcasting. Included are VHP (channels 2 to 13) stations in
several major markets like WNET-Channel 13 in New York, wttw-
Channel 11 in Chicago, KETC-Channel 9 in St. Louis, and WYES-
Channel 12 in New Orleans.

These stations and many others are worth literally hundreds
of millions of dollars apiece. There is a similar "set aside"
allocation scheme for public broadcasting in the FM radio
spectrum band as well.

Non- federal support of public broadcasting totals about
$15.5 billion to date. A good portion of that total comes from
state college and university funds which, in turn, derives it
money from federal sources in some cases. Much of it is also tax
deductible gifts and grants. Under current budget accounting,
these would be counted as "tax expenditures."

The Commerce Department's NTIA administers the "Public
Telecommunications Facilities Program (PTFP) . Over the decades,
PTFP has distributed more than half a billion dollars in
equipment and facilities grants. That is an enormous amount of
money for a business like broadcasting which is not considered
veiry capitial intensive.

In addition. Congress has largely funded the development of
a nationwide satellite interconnection system for public
broadcasting. More recently, NTIA has been given funds to help
stimulate the development of children's programming.

The question is this: How much "seed" money is enough.
Tens of billions of dollars have been spent to date to help get
public broadcasting started. But are we now locked into a long
run "federal dependency" situation?

Alternatives are available. Let us not forget that from
1981 to 1984 there was a Congressionally authorized "Temporary
Commission on Alternative Financing for Public Telecommunications
(TCAF) . It included the Republican and Democratic members of the
House and Senate Communications Subcommittees, the FCC, the
Reagan Administration and the industry. TCAF authorized a test
of advertising on public TV stations. (Public radio was also
authorized to participate but they boycotted the experiment.)

As part of the 18 month experiment with advertising on
public broadcasting, TCAF was required to conduct viewer polls --

10,000 interviews were conducted. There was virtually no



768

negative viewer response to advertising. The majority of the
respondents were of the opinion that public broadcasting should
have advertising and the majority disagreed that advertising
would hurt the programs or that people would stop watching public
broadcasting that ran advertising.

One of the viewers in Chicago, for example, when asked
before and after the experiment, replied, "Well, I am not sure I
liked the commercials - - but I sure liked them more than the old
kind." She was, of course, referring to "Pledge Week", also
known as "Beg-A-Thons.

"

Today, the American public clearly agrees that something
should be done. A Louis Harris poll conducted for Business Week
this month put CPB third on the list of federal agencies
Americans want abolished. Only the National Endowment for the
Arts and the Department of Housing and Urban Development ranked
higher among the public's priorities for elimination.

Faced with this sort of sentiment, defenders of taxpayer
spending for CPB have put up two "heat shields" they hope will
preserve the subsidy -- rural service and children's programming.

As a senator from South Dakota, a state with smaller cities
and many farms, I have heard all the scare tactics about rural
and smaller city broadcasting service before. But rural service
can be sustained - - even improved - - through measures that
actually save money to the taxpayers.

The key is leaner management. As I mentioned earlier, in
Washington and throughout the system, reports the Twentieth
Century Fund, 75 percent of public broadcasting funds go to
overhead. CPB requires rural stations to hire full-time paid
staff in many instances where students and volunteers are willing
and available. This needlessly drives up the cost of rural
community broadcasting.

Let us not also forget for a moment that current funding
formulas favor the large urban, "elite" stations which get the
lion's share of the funds because CPB matches private donations.
In addition, as of 1992, of the 340 local TV stations in the
piiblic broadcasting network, only 7 get part of the $100 million
programming fund to produce programs for the PBS network. Of
those 7, only 2 stations. New York and Boston, produce by far the
lion's share.

CPB's ccimpaign on children's television is even more
alarmist. At a public relations event this month in Washington,
CPB trotted out the president of the local PBS station from New
Orleans, who gave his dire prediction of what would happen at his
station without federal taxpayers' funds.

"Early morning broadcasts of Barney and Lamb Chop's Play-
Along would go away," the station president said emotionally.
"It would be a huge step backward for America."
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That's what I call a "close the Washington Monument"
strategy: Threaten to shut down the most pKjpular and visible
attraction when threatened with a marginal loss of tax dollars.
And for public broadcasting, the end of federal subsidies would
be but a marginal loss. To reiterate a point made earlier, only
14 percent of public broadcasting's revenues comes from federal
taxpayers. The other 86 percent comes from private
contributions, corporate underwriting and state government
grants

.

Any decently managed organization should be able to sustain
a loss of one source accounting for 14 percent of revenues - -

especially when its horizons are wide open for revenues from
other sources.

High quality children's progrcimming is available now through
free market media that did not even exist when CPB was chartered
and its taxpayer spending began to grow. The Learning Channel,
the Discovery Channel, the Disney Channel are but a few.
Another, Nickelodeon, has fared so well both critically and
commercially that it has sold programming to television in France
-- an exceedingly hard market for U.S. cultural offerings to
penetrate.

"Profit" and "commercialization" are treated as obscenities
by sanctimonious public broadcasting executives. These prim
people remind me of the "sportin' house" piano player who swore
he had no idea what was going on upstairs.

As I mentioned before, profit certainly isn't a dirty word
to the creators and licensees of such successful shows as Barney
and Sescime Street. While hundreds of millions of dollars were
being made, thanks to the contracts negotiated by CPE's pious
managers, CPB failed to reap a penny in return.

Restructured and truly privatized, CPB could be a
clearinghouse for quality programming from our highly creative
competitive marketplace. And it would have the right incentives
to prevent squandering opportunities and resources.

The American people are right on target in making it a
priority to halt taxpayer spending for the CPB bureaucracy. This
is one of my top goals as the new Chairman of the Senate Commerce
Committee.

Thank you, again. Chairman Porter and members of the
Committee.
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Thursday, January 19, 1995.

witnesses

AMBASSADOR RICHARD W. CARLSON, PRESIDENT AND CEO
HENRY J. CAUTHEN, CHAIRMAN, BOARD OF TRUSTEES

Mr. Porter. Now, if Ambassador Carlson and Mr. Cauthen can
come forward, please.

As you gentlemen might imagine, we are running behind sched-
ule at this point. We will ask you to be as brief as you can so that
we leave time for questioning.
Mr. Ambassador, we are delighted to welcome you, and welcome,

Mr. Cauthen. The floor is yours.

Opening Statements

Mr. Carlson. Thank you, Mr. Chairman. Good morning, ladies
and gentlemen. My name is Dick Carlson. I am President of the
Corporation for Public Broadcasting. Hank Cauthen, who is with
me, is the Chairman of our board, and also quite a distinguished
figure in the world of public broadcasting. He heads the South
Carolina Educational Television and Radio operation there.

Since some of you are meeting me for the first time, it might be
useful if I talked about my background just for a moment. Before
I came to Washington, I was executive of the Great American First
Savings Bank in California, one of the largest financial institutions
in this country. I mention that to you simply because I have had
business experience in the past.

After I retired from banking, Mr. Chairman, I made a premature
try at changing the political system by running unsuccessfully as
a Republican candidate for the mayoralty in the city of San Diego.
And the reason I mention that to you is the experience that it gave
me was one of an unshakable respect for those politicians who not
only run for public office but those politicians who win their runs
for public office.

In 1985, President Ronald Reagan appointed me as director of
the Voice of America, and it was my privilege to be head of the
VOA in 1989 when the Berlin Wall crumbled, and then to hear how
important a role it was that the U.S. Government's radios played
in hastening the fall of communism.
At the Voice of America, we had always hoped that the power of

communications would somehow prove to be stronger than guns or
the Soviet Bloc police states. We were both thrilled and sobered to

learn how effective the power of communications and those radios
were.

I know why I am here today. Public broadcasting is under very
fundamental challenge, and I believe the question on some of your
minds is not how much money to give us, but whether public
broadcasting should get any tax funds at all. I think that was elo-

quently stated, really, by Mr. Livingston and by Mr. Obey. I agree
with both of those gentlemen in a number of points they made, one
of which is we should not be above the fray.

We have never considered ourselves at the Corporation or, really,

in public broadcasting as being above any fray. We ought to de-

scend down, as was stated up here this morning, into the pits and
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roll up our sleeves and justify our Federal appropriation in public

broadcasting. If we cannot justify it sufficiently, well, this is a de-

mocracy, a democracy is not going to fall because public broadcast-

ing no longer has Federal dollars in it. It will have serious effects

on public broadcasting, but I do not intend to sit here and offer up
Washington Monument kinds of arguments to you as Mr, Living-

ston had said.

In fact, I think that the recent criticisms of public broadcasting
in many ways raise very good and very honest and very hard ques-
tions. I hope that I can respond to some of those. I will do it in

the next five minutes, then Mr. Cauthen and I can respond to them
jointly.

I want to say at the outset that my experience at the VOA al-

lowed me to see the force of information and public communica-
tions that is exerted in the modem world. That force grows strong-

er by the day. Communications will powerfully influence whether
this country remains one nation, whether it becomes a collection of
mutually distrustful and self-interested tribes, whether Americans
grow more civilized, whether Americans grow more violent, wheth-
er we maintain our economic strength in this country, or whether
we allow it to waste away.
Government, I don't think, should dominate these debates, but I

think we should not entirely give up the idea of a public role for

government in them. And I would like to persuade you of that fact

as it relates to public broadcasting, even as we address, at the
same time, the shortcomings of the present system.
Current criticisms of public broadcasting fall into three areas, in

my opinion. First off, we hear that public broadcasting's national
apparatus has become a wasteful and a complacent bureaucracy.
Second, some critics say the system is foisting the values of an out-

of-touch elite on the rest of the country. And, third and last, it says
that broadcasting is one of those jobs that there is simply no reason
for the government to be involved in and lots of reasons, in fact,

for the government to stay out of it.

Let me talk about those three things one at a time. For the fiscal

year 1995, the Federal appropriations for the Corporation for Pub-
lic Broadcasting is $286.5 million. I do not consider that an insig-

nificant amount of money. The money is spent prudently and it is

spent rationally. It goes out to local stations and programming that

reaches 99 percent of America's households.
The Federal Government's funds make up about 14 percent of

the total amount of money spent on public broadcasting in this

country every year. The budget for all public radio and television

is about $1.8 billion. The remaining 86 percent comes from States,

it comes from local governments, it comes from cities, it comes from
corporations, and it comes from about 5 million Americans who
contribute out of their pocket to their local radio and television sta-

tions.

The Federal contribution enables those local stations to raise

money from other sources. And for many stations Federal funds
really make the crucial difference between whether they survive or
whether they fail. In other words, this is a budget area where Fed-
eral spending has enormous leverage. It is cost-effective, I think.
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more so really than all but a handful of other government expendi-
tures. I think I can demonstrate that to you.
More specifically, the past Congresses were very well aware of

the danger that public broadcasting could become a wasteful bu-
reaucracy, as has been suggested. Therefore, by law, the adminis-
trative costs of the Corporation for Public Broadcasting are capped
at 5 percent of the budget, and currently we spend about 4.6 per-
cent. I think we spent 4,5 percent last year of our entire budget
on administrative expenses.
The rest of the appropriation leaves the Corporation's hands and

travels outside of Washington. Six percent goes off to industry-wide
projects, professional training, technological research. We have
been in the forefront in public broadcasting, in all of broadcast in

America, of the new technologies, and it goes into development that
directly affects the stations themselves.
The balance of the Federal money, about 90 percent of it, is

passed through to public radio and television stations and program-
ming at a ratio that was set up by the Congress of $3 for television

to every dollar for radio. Within this category, fully 70 percent of

the Federal money goes straight to local communities, and those
local station managers make their local decisions about the pro-

gramming.
This is most emphatically not government broadcasting. For

about five-and-a-half years, I ran U.S. Gk)vernment radio and tele-

vision, so I know the difference. There is no Washington control
over public broadcasting. At some point I hope we can discuss how
that creates problems, in fact.

It is not centrally controlled. The Congress did not want anyone
in Washington to have direct control over the operations of those
thousand stations or what kind of programming they run locally.

There is no public broadcasting czar, and, as I said, that is what
the Congress wanted.

Virtually no organization that I am aware of, public or private,

is without some waste and inefficiency, but I think if we are look-

ing for shortcomings in the public broadcasting system, aside from
the question whether it is of sufficient value to receive Federal
funds, which I think you agree is the question before you, search-
ing for them in inflated overgrown bureaucracies in Washington,
the Corporation for Public Broadcasting specifically, and the way
they are run, is not very fruitful. We welcome any inquiry into it,

but it is an appealing thing for people to suggest.
I think the question really is whether public broadcasting, which

has not been in the business of making a profit, has in fact allowed
very large profits to be made at taxpayers' expense by the private
companies that collaborate with public broadcasting on projects.

And when I mention this to you, what I am really talking about
is America's, at the moment anyway, favorite purple dinosaur, Bar-
ney. Senator Dole has called this Bameygate, and I saw quoted
something about Barney being the third richest entertainer in the
country. Barney and Friends is a TV program—^you may not have
seen it; it would not surprise me if you had not, it is for children
from one to five. It is on public television every day, and it has
spun off this remarkable assemblage of bibs and slippers and lunch
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boxes and stuffed animals, and the public has not shared in the
proceeds, or so the story is told.

Like most stories that are too good to be true completely, this

story is not true completely. With a show like Barney, public broad-
casting usually is in on the project from the very beginning. We put
up start-up funds for script development, for instance. That did not
happen in this case. When it does happen, we share in the rights

with the private producer. In this case, Barney was a success, a
really genuine success for about two years before anyone heard
about it in public broadcasting. It was the fifth most popular chil-

dren's video sold privately in America. There were four Barney
books produced before we were involved. The first one sold a mil-

lion copies.

The Public Broadcasting Service, PBS, could, in effect, only rent
the program to show on public television when it first acquired it.

In the original deal, PBS promised the producer a one-year trial.

It is not surprising, I do not think, that PBS failed to get ancillary

rights at that time. They had, in fact, been mostly sold off before
PBS came into the picture. But since then the contract has
changed. Last year public television received over $1 million, $1.6
million, actually, from Barney, in video rights alone. And in future
years that amount will increase. All of the money public broadcast-
ing put into Barney will be recouped.
You will not find many deals in our history that resemble the

original Barney arrangement. Much more typical is public tele-

vision's production of the Children's Television Workshop. They
produced Sesame Street and Ghostwriter. CTW has spent over
$100 million of its own money, money that was generated through
its nonprofit status from the programs it has done for public tele-

vision. This makes it the largest single contributor,

nongovemmentally, to public television.

This month we will see the launch of a new kids' series called

The Puzzle Place. It is privately produced, partly funded by public

television. On the basis of deals already concluded, we anticipate

the show will generate substantial amounts of money in licensing

royalties. More than 50 percent of the producer's net will come
back to public television.

In sum, my point is that waste and financial incompetence are
not the problem in public broadcasting. I do not think we could be
fairly criticized as poor custodians of the taxpayers' interest. And
if you think the service provided by public broadcasting has some
value to the Nation, then I think you have to judge that we at least

perform that service with reasonable efficiency.

This brings me to the last criticism of public broadcasting, and
it is really, I think, the most serious one; that the service we pro-

vide is not valuable, which was the question before you, I believe.

The argument is that this service is really pernicious; that it actu-

ally imposes an elite minority's, and it is generally thought of as
a liberal minority's, view or standards, and more conservative tax-

payers are forced to pay for the privilege of seeing their values pub-
licly denigrated. I think that is a fair representation of what has
been put forth at times.

People in public broadcasting differ in their opinions of that ar-

gument. I think that sometimes there has been a grain of truth in
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it, much less than you might suppose in listening to some people
who truly hate the entire public broadcasting enterprise, but there
is enough, anyway, to genuinely worry about it. I consider it, and
the board for the Corporation of Public Broadcasting considers it,

our job to worry about it.

During my tenure at CPB, we have vowed an effort to make pub-
lic television and radio more diverse in the opinions that are aired
on public radio and television. Our discretionary funds, as you
know, Mr. Chairman, are very small. We have used a large part
of them for this purpose. And I think that even some of the critics

of public broadcasting are saying we are changing this situation.

I heard David Horowitz, who has been a persistent critic and a
very intelligent and intellectual one, say on a radio program last

Saturday that he thought the Corporation for Public Broadcasting
had in fact changed in a very positive way some of the programs
in public radio and television.

Maybe the most important thing about our efforts to combat im-
balance is this: Because of the Federal contribution to public broad-
casting, there sits at the head of the public system itself a board
that has been appointed by the President and confirmed by the
Congress of which Mr. Cauthen is chairman. When there is a pub-
lic gripe with radio or television, the public does have a way to ex-
press its concerns through its elected public officials and then to in

turn press the system for a response, as has been done.
So my point is removing Federal funding from the public broad-

casting system would then remove one of the best means the voters
and their congressional Representatives have for dealing with con-
cerns they may have about fairness and balance.

Please keep in mind that the vast majority of public television

has absolutely nothing whatsoever to do with any controversies
over bias, ideology, or cultural views. In fact, most of the money we
disburse to the stations themselves has absolutely nothing to do
with politics. Instead, it is devoted to education; it is devoted to

community service, in both a very strict and conventional sense,
and in the broad sense; and it includes children's programming:
Distance Learning, which has been very effective; community
networking involving computers, and communal access with private
organizations; adult literacy efforts, which, of course none of these
things are engaged in by commercial broadcasters; work force

training, job training.

Mr. Cauthen has been at the forefront of using public television

for job training in his State and, hence, has made South Carolina
the most attractive State in the Nation for foreign investment and
foreign companies.
This is a subject on which the quality of debate, I believe, would

greatly improve if there was more knowledge of the facts. So I tried

to do that. Most people know and everyone, really, I think should
know about the unparalleled work public television has done in the
field of children's education. Children's television programming is

not the same as children's education, which is on public broadcast-
ing but it is not on entertainment cable systems. There are some
very good examples of good kids' programs but they are all enter-
tainment, they are not educative.
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We make large and significant efforts in adult education. Three-
quarters of this countr^s public TV stations offer for credit adult
courses at different levels. Programs on 91 percent of the stations

offer job training; 97 percent of the public stations offer basic edu-
cation for adults. And as I said before, commercial television has
over-the-air broadcasting. Public television and public radio are
those things and much more.
Sometimes it takes only a small amount of Federal money to

allow a local station to launch efforts. Last year, the Corporation
began what we are calling the "last mile" grants. We found many
local stations around the country were working on very worthwhile
educational projects and needed just a little bit of money to keep
them going. We provided the money. We made the projects pos-

sible. In Redding, California, we gave a station KIXE-TV $5,000 to

buy equipment needed to connect the station's data services in a
hookup with the schools in its district.

In Tallahassee, Florida, we gave $5,000 to a station WFSU-TV
so their adult literacy program
Mr. Porter. Mr. Ambassador, I am going to have to ask you to

finish up so that we can get to the questions, please.

Mr. Carlson. I would be glad to do that if I can just make a cou-
ple more points, Mr. Chairman.
The rule of thumb is that the smaller the station, the larger the

proportion of Federal funds. In the event of a total pull-out of Fed-
eral money, the stations that will go dark first will be the smaller
ones, and many of those are found in precisely the areas where free

and accessible educational services are the most scarce.

In a country as big and as varied as ours, public broadcasting is

never going to be as centralized as the Library of Congress or as
the Smithsonian. I mention those two institutions because the
Speaker of the House has said that though he has opposed often

Federal funding for a cultural effort and intellectual efforts, those
are two institutions he thinks should be saved. And I think there
is a comparison to be made with public broadcasting.
The variety and localism of public broadcasting and its system is

its strength and it is the heart of its appeal and it is, I think, clear-

ly what Congress wants. The country is big and diverse and we
need to ensure that citizens have access to the basic elements of

public communication that their community stations represent.

I look forward to answering your questions, Mr. Chairman.
Thank you for having us here.

Mr. Porter. Thank you, Mr. Ambassador.
[The prepared statement of Ambassador Carlson follows:]
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Good morning, Mr. Chairman and members of the Subcommittee,
Thank you for inviting me to testify today. I am Richard Carlson,
president of the Corporation for Public Broadcasting. With me is
Henry Cauthen, Chairman of the CPB Board and head of South Carolina
Educational Television. Since some of you are meeting me for the
first time today, let me give you some relevant facts about my
background.

Before I came to Washington, I was an executive of the Great
American First Savings Bank, one of the largest savings banks in the
country, located in San Diego, California. After I retired from the
Bank, I made a premature try at changing the political system by
running unsuccessfully as a Republican candidate for Mayor of San
Diego. The reason I mention this experience is that it gave me an
unshakable respect for those politicians who not only run but who
manage to win.

In 1985, President Ronald Reagan named me director of the
Voice of America. It was my great privilege to be head of the VGA
when the Berlin Wall crumbled in 1989 and then to hear how important a

role our radios played in hastening the fall of Communism. At VGA, we
had always hoped that the power of communications would somehow prove
to be stronger than the guns and prisons of the Soviet-bloc police
states. But we were both thrilled and sobered to learn that we were
right.

I know why I am here today. Public broadcasting is under
fundamental challenge, and I believe the question on some of your
minds is not how much money to give us but whether public broadcasting
should get any tax funds at all.

I believe that the recent criticisms of public broadcasting
raise honest, good, hard questions, and I will try to address those as
directly as I can.

I want to say at the outset, though, that from my experience
at VGA I have seen something of the great force that information and
public communications exert in the modern world. This force will only
grow stronger in years to come.

It will powerfully influence whether America remains one
nation or becomes a collection of mutually mistrustful and
self-interested tribes, whether Americans grow more civilized or more
violent, and whether we maintain our economic strength or allow it to
waste away.
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Government should not dominate these debates, but I think we
should not entirely give up the idea of a public role in them. I

would like to try to persuade you of that, even while we address the
shortcomings of the present system.

Current criticisms of public broadcasting fall into three
areas.

First, we hear that public broadcasting's national apparatus
has become a wasteful, complacent bureaucracy.

Second, some critics say the system is foisting the values
of an out-of-touch elite on the rest of the country.

Third and finally, it is said that broadcasting is one of
those jobs that there is simply no reason for government to do, and
lots of reasons for government to stay out of.

Let me talk about these things one at a time.

For Fiscal Year 1995, the federal appropriation for the
Corporation for Public Broadcasting is $285 million. I do not
consider this an insignificant amount of money.

But the money is spent prudently and rationally. It goes to
local stations and programming that reach 99 percent of the country's
households. The federal government's funds make up only 14 percent of
the system's overall budget: The rest of the money comes from
states, local governments, foundations, colleges and universities,
corporations, and private citizens.

The federal contribution enables local stations to raise
money from these other sources. And for many stations, federal funds
make the crucial difference between survival and failure.

In other words, this is a budget area where federal spending
has enormous leverage. It is cost-effective, more so than with all

but a handful of other government expenditures.

More specifically, past Congresses were well aware of the
danger that public broadcasting could become a wasteful bureaucracy.
Therefore, by law, administrative costs at the Corporation for Public
Broadcasting are limited to five percent of the federal appropriation.
In Fiscal Year 1995, our administrative costs will be around 4.6
percent of our total budget.

The rest of the appropriation leaves CPB altogether.
Six percent goes to industry-wide projects like professional training
and technological research and development.



779

The balance of the federal money, some 90 percent of it, is
passed through to public radio and television stations and programming
-- at a ratio of three dollars for television to e\/ery dollar for
radio.

Within this category, fully 70 percent of the federal funds
go straight to the local communities, so that local stations can make
their own local decisions about programming.

This is most emphatically not government broadcasting. For
five years, I was in charge of an actual government-run radio and
television operation, so I know the difference. There is no single
Washington control over public broadcasting. There is no public
broadcasting czar. Quite the contrary -- which is exactly what
Congress intended.

Virtually no organization in the world, public or private,
is without waste and inefficiency.

But if we are looking for shortcomings in the public
broadcast system, searching for them in an inflated, centralized
Washington bureaucracy is not the most fruitful way to find them, no
matter how appealing the idea may seem on its face.

More serious, I think, is the question of whether public
broadcasting, because it is not in the business of making a profit,
has allowed huge profits to be made at taxpayer expense by the private
companies that collaborate with it on various projects.

When we talk about this we are really talking about every
little kid's favorite purple dinosaur, Barney -- or, as Senator Dole
put it, Barneygate. Barney and Friends , which is shown on public
television, has spun off everything from Barney books to Barney bibs
to stuffed Barneys, and the public has not shared in the proceeds --

or so the story is told.

Like most stories too good to be true, or too bad to be
true, this one is not wholly accurate, not wholly true.

Usually, with a show like Barney , public broadcasting is in

on the project from the very early stages of its development.
Therefore, we share in all the rights. Barney was different. It was
created by a private producer, without any help from us. We had no
original rights to it.

The Public Broadcasting Service could in effect only rent
the program to show on public TV. In fact, in the original deal, PBS
promised the producer only a one-year trial. So it is not surprising
that PBS failed to get ancillary rights at the time.
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But since then, the contract has changed. Last year public
television received over a million dollars from Barney in video rights
alone, and in future years that amount will increase.

Moreover, you will not find many deals in our history that
resemble the original Barney arrangement. Much more typical is public
TV's arrangement with Children's Television Workshop, which produces
the Sesame Street and Ghostwriter programs. CTW has spent over one
hundred million dollars for public television programming in the last
five years. This makes it the single largest non-governmental funder
of public television.

This month we will see the launch of a new children's
series. The Puzzle Place , which is privately produced but partly
funded by public television. On the basis of deals already concluded,
we anticipate that the show will generate a substantial amount of
money in licensing royalties. More than 50 percent of the producer's
net revenue will flow back to public television.

In sum, waste and financial incompetence are not the problem
in public broadcasting. We cannot fairly be criticized as poor
custodians of the taxpayers' interest. If you think the service
provided by public broadcasting has some value to the nation, I think
you also have to judge that we perform this service with reasonable
efficiency.

But this brings us to the next criticism of public
broadcasting, a more serious one: that the service we provide is not
valuable -- in fact, that it is actually pernicious because it imposes
an elite minority's liberal standards on poorer, more conservative
taxpayers, who are forced to pay for the privilege of seeing their
values publicly denigrated.

People in public broadcasting differ in their opinions of
this argument, but I think it has a grain of truth in it -- much less
than you might suppose from listening to those who hate the entire
public broadcasting enterprise, but enough to worry about.

And I consider worrying about it to be part of my job.
During my tenure at CPB, we have mounted an effort to make public TV
and radio more diverse in the opinions they air. Our discretionary
funds are small, but we have used a good part of them for this
purpose, and I think even some of the critics of public broadcasting
are saying that we are changing the situation.
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Maybe the most important thing about our efforts to combat
imbalance is this: Because of the federal contribution to public
broadcasting, there sits at the head of the public broadcast system a
board named by the President and confirmed by Congress. When there is
a public gripe with public television or radio, the public has a way
to express its concerns through its elected public officials and to
press the system for a response as it has done.

So removing federal funding from the public broadcast system
would only remove one of the best means that voters and their
Congressional representatives have for dealing with concerns about
fairness and balance.

Please keep in mind that the vast majority of public
television has nothing whatsoever to do with any controversy over bias
and ideology. In fact, most of the money we disburse to the stations
has nothing to do with politics or cultural differences in

programming. Instead, it is devoted to education and community
service in both the very strict and conventional sense and the broad
sense. It includes children's programming, distance learning,
community networking, adult literacy, and workforce training, to name
but a few.

This is a subject on which the quality of debate would
improve greatly if people had some more knowledge of the facts.

Most people know, and everyone really should know, about the
unparalleled work that public television does in the field of
children's education.

But we also make large and significant efforts in adult
education. Three-quarters of the country's public TV stations offer
for-credit adult courses at various levels. Programs on 91 percent of
the stations offer job-related training. Ninety-seven percent offer
basic education for adults.

Sometimes it takes only a small amount of federal money to
enable local stations to launch these efforts. Last year the
Corporation began what we named "last mile" grants. We found that
many local stations around the country were already working on
worthwhile education projects but needed just a little bit of money
for their completion.

We provided this money and made their projects possible.

In Redding, California, we gave KIXE-TV $5,000 to buy
equipment needed to connect the station's data services with schools
in its district.
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In Tallahassee, Florida, we gave $5,000 to WFSU-TV so their
adult literacy program could be expanded.

We gave KRSC-TV in Claremore, Oklahoma, $5,000 for the
equipment necessary to add interactive television to its distance
learning service, so that kids and adults using the service could talk
to their teachers.

In San Antonio, Texas, KLRN-TV got $3,486 to conduct
professional training for low-income and minority mothers to help them
qualify for jobs in health care facilities.

This is the type of service that would be the first to
disappear if the Corporation for Public Broadcasting were de-funded.

As things now stand, local stations receive anywhere from
four to 40 percent of their funds from the federal government, through
CPB.

The rule of thumb is that the smaller the station, the
larger the proportion of federal funds. The big-city stations that
critics often think of when they talk about public broadcasting are
the least dependent on federal money for their everyday operations.
Any cuts will seriously affect them.

But in the event of total fund cut-off, the stations that
will go dark first will be the smaller ones, many of which are found
in precisely the areas where free, accessible educational services are
the most scarce.

That fact, though, will not fully answer the third criticism
of public broadcasting, and the most fundamental one. Even if you
allow that we are not money-wasters, that we are dealing with the
problem of imbalance and unfairness, and that we provide some worthy
services, you might still say that, on principle, government should
not be in the business of broadcasting.

In this view, any time you get government into the
communications business you run the risk of producing some sort of
government propaganda.

And, on the other side, if broadcast consumers really want
the worthy services we provide, the market will give commercial
stations an incentive to offer these services. If a local community
wants a more specialized service, the argument goes, then the local
community should pay for it.

I have sympathy for this case. Because of my own background
in the private sector, I have had to think carefully about why I

believe that public broadcasting is on the rather short list of
functions in which the federal government should have some
involvement.
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When our new House Speaker was asked about de-funding
various federal cultural agencies, he said he would spare the

Smithsonian and the Library of Congress. He said, "You ought to have

national institutions that are world-class. And those are the two

greatest institutions in the world, and they ought to be funded." I

agree with that.

But, in a country that is as big and as varied as ours,

public broadcasting will never be as centralized as the Library of

Congress or as the Smithsonian. We do not want public broadcasting to

be uniform. The variety and the localism of the public broadcasting

system is its strength -- and the heart of its appeal.

And precisely because the country is so big and diverse, we

need to insure that citizens have access to the basic elements of

public communication that their community stations represent.

We want citizens -- and I think we would all agree on this
-- we want citizens, whatever their means, to have some way, if they

choose to use it, of making themselves literate.

We want them to have before them the opportunity to better

themselves.

We want them, even if they are not mobile, to be able to

participate in high-quality American culture.

We want them, even if they live in poor or crime-ridden
circumstances, to know that there are different worlds and different

possibil ities.

As Speaker Gingrich said, services like these can

"revolutionize the quality of life" for parts of America. They are

the services we provide.

These things are part of the modern definition of what it

means, or what it should mean, to be an American, to live in a society

that fosters opportunity, fosters individual energy, and fosters the

ability to make good use of freedom.

These are also things that may fall through the cracks in

even a well functioning collection of local markets.

If it took a vast expenditure of national treasure, billions

and billions of dollars, to realize these goals, then we might have to

throw up our hands and walk away from them. After all, public

broadcasting is not national defense.
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But it does not take billions and billions of dollars.

What it takes is, first, a judgment by Congress that public

broadcasting is of sufficient value to deserve continued federal

funding.

Second, it takes the determination, on the part of CPB and

all public broadcasters to focus on our reason for being -- education

and community service.

My job at CPB is to foster that determination. I would

deeply appreciate your help.



785

®
COKI'ORATION
lOKPl'lU.K
UROAIX ASTINCi

CPB BIOGRAPHY
,:,/,„ /,.,,, Richard W. Carlson

President and Chief Executive Officer

Richard W. Carlson is President and CEO of the Corporation for Public Broadcasting.

CPB Is a private, nonprofit corporation created by Congress in 1967 which oversees distribution

of the annual federal contribution to the national public broadcasting system. CPB's mission Is

to provide high-quality educational, Informational and cultural programming for all Americans.

Under Carlson's direction, CPB has provided financial and public policy leadership to public

telecommunications. CPB's congressional appropriation has grown from $253 million In

FY-1993 to $315 million for FY-1997. Carlson has also focused on helping public broadcasting
explore new opportunities In distribution and programming. He has encouraged expansion Into

international markets, and has put In place policies that will allow stations to combine certain

administrative and technical services.

He has been an active promoter of diversity in the workplace and in programming. In the past
two years, CPB has launched a comprehensive initiative to greatly Increase minority

representation In the workforce by the year 2000, and created the Minority Television Program
Fund, which finances productions by and about underserved communities. To strengthen
CPB's traditional role In education, Carlson has overseen the development of Ready to Learn, a
national service on public television which expands preschool children's programming, as well

as a $1 .4 million pilot project to develop community-wide computer networks that link schools,
libraries and local organizations.

Richard W. Carlson has a distinguished background in diplomacy, journalism, public service,

and business. From 1991 to 1992, Carlson was the United States Ambassador to the Republic
of Seychelles, where he played a major role in the decision by Seychelles President Albert Rene
to hold free elections after 1 5 years of one-party rule.

From 1986 to 1991 , Carlson was Director of the Voice of America and Associate Director of the
U.S. Information Agency. His was the second-longest tenure of a VOA director in the 52-year
history of the agency. He was responsible for all overseas radio and television broadcasts of

the U.S. Government, including Radio and TV Marti daily direct broadcasts to Cuba and the
Worldnet satellite network.

Carlson began his career in 1962 as an editorial assistant with the Los Angeles Times. He has
been a reporter for UPI and a stringer for Time magazine. For more than 25 years, he hosted
various television and radio broadcasts, and was the political editor and political correspondent
at KABC-TV in Los Angeles. He has received 18 major journalism awards, Including the
prestigious George Foster Peabody Award.

A prolific writer and public speaker, his articles have appeared In numerous magazines and
newspapers over the years, including The Washington Post. The New York Times, The American
Speaator and Roll Call. In April 1994, Carlson served as an official observer in the first

non-racial national election in South Africa's history.

Richard W. Carlson is a native of Boston. He is married to the former Patricia Caroline
Swanson. They have three grown children and reside in Washington, D.C.

October 28, 1994

^»(ll !•: Slrecl, N\\ • \Va^hlni;^on. IK 2(1(104-2(137 . i
i(l">i ,S7g-%(iti . FAX (202) VS.VKO*^)



786

Mr. Porter. Mr. Cauthen.
Mr. Cauthen. Thank you, Mr. Chairman. I appreciate the oppor-

tunity to speak to you in support of the Corporation for Public
Broadcasting and also in support of our 350 public television sta-

tions and 600-plus radio stations that are scattered throughout this

country.
What I am going to talk to you about today, though, is not CPB

or PBS or NPR. It is something I consider much more important.
It is the local public television and radio stations that are scattered
throughout the country. CPB and PBS and NPR are merely tools

to help these stations, these local stations throughout the country,
serve their communities.

I think it is important to really understand that. The stations are
important institutions that have been put together carefully by the
local community with private funding, with local government fund-
ing, with grants. It is not a national system of television. It is a
local system of television assisted by the Federal Government. But
that Federal assistance is very, very important.
You already know, of course, part of the system. The Civil War

is a very good example of what you see in the evening hours. That
has generated tremendous interest in history in our country. The
American Experience brings about a lot of interest in our past as
well. Your children and all your grandchildren have grown up on
Sesame Street and Mister Rogers' Neighborhood, Reading Rainbow,
and even Barney. I think Barney, for all of his attacks, has been
a wonderful addition to the viewing habits of children in this coun-
try. I would rather have them watching Barney than a lot of the
alternatives. We are straightening out the problems that are finan-
cial with Barney.
But the quality of programming and the cultural and historical

and educational value Americans invite into their homes daily rep-
resents only one dimension of the story of public broadcasting. It

has many other chapters and they are written in communities
throughout this country.

I tell this story on behalf of the talented men and women that
work and have devoted their lives to producing programs and oper-
ating these stations on behalf of these communities.

I would like to begin by sharing these stories with you by high-
lighting a chapter titled "South Carolina Educational Television."
I do that because I know it best. I also happen to be very proud
of the 35 years that I have spent in building South Carolina ETV.
I came out of commercial broadcasting. I know how important com-
mercial broadcast is; I know the very valuable things it does, but
I feel that what we do is something very, very special indeed.

In South Carolina, we made a commitment to our viewers and
our listeners and our communities and our State to provide pro-
grams that teach and inspire and provide things of true value and
importance to the community. When you commit an hour's viewing
time to public broadcasting in South Carolina, we want you to go
away with something of value. Yes, we want you to be entertained,
but education can be entertaining, and programs of value are very,
very important to this country.

In fact, the foundation of most public broadcasting stations in

America is built on the fundamental belief that the power of tele-
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vision and radio must be harnessed to serve the communities of

this country, to serve them in ways that are not being served by
any other media. South Carolina ETV, Hke many other pubUc
broadcasting systems, provides essential educational and technical

resources to the public schools. We offer 350 courses to higher edu-
cation. We offer 150 courses. You can get your MBA and a grad-

uate degree in engineering totally through television in South
Carolina.

We do early childhood education that prepares day care work-
ers—not just in South Carolina but in Native American reserva-

tions, Alaskan villages, migrant worker camps, and other hard-to-

reach locations throughout this country. This is what public broad-
casting is all about. It is about providing resources to the children

and to the adults of this country that are not going to be provided
to them in any other way.

In South Carolina, we have made an extraordinary commitment
to doing this job. We have built a system that goes into all of our
schools, all of our colleges, our higher education institutions as well

as our technical colleges, our hospitals, our law enforcement agen-
cies, our governmental agencies. We now are saving the State
something Hke $12 million just with teleconferencing, by cutting
back on travel. This is efficiency and economy in government. It is

what can happen through the proper use of technology and that is

what we are trying to do in South Carolina.

We have just added to the arsenal of what we use to serve the
people of South Carolina a transponder on Telstar 401. That is

where public broadcasting is located. We are going to have 32 chan-
nels, 32 additional channels of service, for South Carolinians. This
satellite will also reach Alaska, Hawaii, Micronesia. And the impor-
tant thing is this will interconnect all the higher education institu-

tions, all our technical colleges, with all our public schools and our
private colleges.

They can exchange faculty. We can bring in advanced placement
courses to all of the public schools in South Carolina. And the bot-

tom line of this is that for the first time in the history of our State,

and I think of any State, we will be in a position to provide an
equal educational opportunity to every child in our State, no mat-
ter how rural that school might be, no matter how isolated they
may be, no matter the lack of funding, it will have an opportunity
that is unsurpassed by any other school in our State.

The same thing can happen in the rest of the country. The same
thing is beginning to happen in the rest of the country, and it can-
not happen in any other way.
Mr. Chairman, Members of the committee, if you could take a

magic wand and say, "Okay, I am going to make an equal edu-
cational opportunity available to every child in this State and I am
going to do it for 1 percent of what we are now spending on edu-
cation," I suspect you would take a pretty hard look at that. That
is what we are doing in South Carolina, Mr. Chairman. That is

what we believe that is the importance of public broadcasting.
CPB has helped us every step of the way in doing this. CPB has

helped us with the evening program, which is the beacon, the light

that attracts the public in the evening hours to what we do and
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helps us generate the support we get for all the other work that
we do.

South Carolina ETV is not unique by any means but it is one
that I happen to know about. It is one that I think is important
to our society, as I think the whole institution of public broadcast-
ing is. It is the local stations in your own communities that you are
talking about. You are not talking about what has been described
as bloated bureaucracies in Washington. You are talking about
what is going to happen to your own local community stations.

And, in my view, many of them are going to go off the air and oth-
ers will be tragically damaged if funding for the Corporation for

Public Broadcasting is zeroed out.

I thank you for the opportunity, sir.

Mr. Porter. Thank you, Mr. Cauthen.
[The prepared statement of Henry J. Cauthen follows:]
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United States House of Representatives
Appropriations Siibconnnittee: Labor, Health and Human Services

Statement By: Henry J. Cauthen, President
The South Carolina ETV Network

Mr. Chairman, Members of the Subcommittee, Ladies and Gentlemen:

My name is Henry Cauthen and I would like to thank the Chairman

and members of the subcommittee for giving me the opportunity to

appear before you this morning in support of the Corporation for

Public Broadcasting and the more than 350 public television stations

across the nation. I am Chairman of the Board for the Corporation for

Public Broadcasting and President and General Manager of the South

Carolina Educational Television Network where I have served for more

than thirty-five years.

I appear before you today not to talk of CPB, PBS, or NPR, but to

tell the story of your local public television and radio stations and

what will become of them if funding for CPB is eliminated. You already

know part of the public television story. Many of you watched Ken

Burn's Civil War which is credited with intensifying interest in

American history and increasing attendance at Civil War battlefields.

You've seen The American Eiq>erience, which brings our nation's past to

life and preserves it for the next generation of Americans. Your

children and grandchildren have grown up with Sesame Street, Reading

Rainbow, and Mister Rogers' Neighborhood.

But the quality programs of cultural, historical, and educational

value Americans invite into their homes daily represents just one

dimension of the story. The full story of public television alone has
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more than 350 chapters written from community to community, night

after night, day after day around our great nation.

I would like to begin sharing these stories with you by

highlighting the chapter that I know best, the chapter titled South

Carolina ETV.

I am not ashamed to say that education has, and always will,

serve as the foundation for my vision of public television's mission

in America. At South Carolina ETV, we made a commitment to our

viewers, our communities and our state to provide programming that

teaches, inspires, and utilizes all of our resources to improve the

quality of life for each and every citizen. In fact, the foundation of

most public television stations in America is built on a fundamental

belief that the power of television must be harnessed to improve the

quality of education in every community that we serve.

Everyday, SC ETV, like many other public television stations

nationwide, provides essential educational and technical resources to

public schools, colleges, technical colleges, universities, state

agencies, hospitals, businesses and law enforcement agencies. For the

first time in South Carolina's history, this innovative use of

television technology is making equity in education an attainable goal

for all children regardless of their school's size, location or

funding level.

In short, public television allows our state's poorest districts

to have access to the same quality teachers and courses as our state's

richest districts through live, interactive programming.
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Today, 98% of the students in South Carolina's public schools are

served by South Carolina ETV's instructional television system.

In South Carolina, we have learned that, although we cannot

afford to rebuild our education system, we can and must rethink it and

revitalize it with the many resources that innovation and technology

already provide. This is an ever-evolving process and one from which

our children and their children will reap increasing benefits.

From our Early Childhood Professional Development Network, which

delivers live, interactive seminars to Head Start teaching teams in

remote and isolated areas around our country ... to our Early

Childhood Department which designs programming for parents, educators,

and others who care for children; from the instructional programming

we deliver to more than 1,108 public schools statewide ... to the over

130 college credit courses we bring to more than 11,500 college

students across our state; through our staff development education

programs for teachers, our medical education training programs for

hospital workers, our adult literacy and GEO programs, our law

enforcement training programs and our teleconferencing services,

public television is serving our citizens and meeting the ever-

changing needs of our growing state.

Like public television stations across the nation, SC ETV is an

active partner in improving the quality of education as well as the

quality of life in our communities. CPB appropriates funds to the

stations and the stations use those funds to address the many and

diverse needs of their communities. For example:
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In Cleveland, Ohio, WVIZ has been producing over 70 instructional

television series for local, regional and national distribution for

more than 30 years. College credit courses are available for 18 hours

a day, seven days a week, and the station ranks second in the nation

in enrolling students in college courses.

Wisconsin Educational Communications delivers more than 100

instructional series during the school year, enhanced by an on-line

computer service and staff development activities for teachers. An

Emmy-winning project called "We the People" has organized town

meetings across the state and helped citizens identify issues and

concerns

.

WNET in New York offers 1,200 hours of instructional programming

annually reaching over 3 million public school students and initiated

LEARNING LINK, a national computer system that serves students and

teachers in over 900 schools through database sources, content forums,

classroom exchanges and special student services.

KQED in San Francisco hosts teleconferences addressing issues

like youth violence and has produced resources like "California

Women's Health Guide." The station's center for Education and Lifelong

Learning has also launched initiatives like Spanish and Chinese

translation of materials to use to train caregivers and parents in the

Preschool Education Project.

WUSF in Tampa, Florida, airs an average of 20 college credit

courses per term to more than 9,000 students at the University of

Florida and offers GED training annually to adult learners in the
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Tampa/St. Petersburg/Sarasota area.

Maryland Public Television devoted 45 hours per week or 37% of

its broadcast schedule to children's programming and provides

telecourses to 28 area colleges reaching 11,000 students.

The Arkansas Network reaches 93% of public schools in Arkansas

through its courses, broadcasts eight college courses each semester,

and provides over 175 teacher workshops annually.

Instructional programming makes up 29% of KLRN in San Antonio's

total broadcast hours. In addition, the station offers GED training in

both English and Spanish and provides college courses to over 4,000

students in the area.

Mississippi ETV serves over 510,000 public school students and

38,000 teachers annually in its public school instructional

programming.

KRSC in Claremore, Oklahoma, developed the Distance Learning

Classroom for K-12 students, college students and adult learners in

industry while providing telecourses to over 3,000 students annually.

Clearly, public television is more than what you see. The

possibilities for public television are limitless. The partnership

which has been formed between local, state, and federal governments,

as well as corporate and private donors, is essential to our continued

success. If the Federal government eliminates funding for public

television, the foundation of this partnership will surely fall.
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Without this foundation, public television and the many services which

we provide in communities across the nation will, in many cases, cease

to exist.

I hope that you will see the value of your investment in this

partnership and continue with the mission that we began together more

than twenty-five years ago. All Americans deserve to have equal access

to educational opportunities, lifelong learning possibilities, and the

information highway of the future. Public television delivers all that

and more. With the continued support of each and everyone of our

partners, we will continue to harness the power of television for

excellence in education.
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Mr. Porter. The Chair will advise Members that owing to the
lateness of the hour, we will strictly stick to the five-minute rule

and I will begin the questioning.

PUBLIC SUBSIDIES

Ambassador Carlson, I know you are very well aware that in for-

eign assistance programs we have a concept of graduation. Coun-
tries that reach a certain level of per capita income no longer are
eligible for bi-lateral economic assistance from the United States.

Why should we continue to provide public subsidies to stations that
have received them for maybe 30 years, are now only, say, 10 per-

cent dependent upon them and receive 90 percent of their revenues
from other sources? Why should we continue to provide those kind
of public subsidies to stations? Why should we not graduate them
and move on and provide the support for those who really, really

are dependent on them?
Mr. Carlson. That is a very fair question, Mr. Chairman. About

a thousand stations are involved in the receipt of these funds, radio
and television. About 350, roughly, TV and 650 or so radio. And
they are all around the country. They are large, middle sized, and
small. They get money from us directly that may represent any-
where from 4 percent of their budget, not a very large amount, gen-
erally, to 30 or 40 percent, for little stations. But they also get a
considerable amount of support from us indirectly in a number of

ways, which I can enumerate, if you would like.

This support raises the total considerably beyond the 4 or 5 or

6, or 20 to 30 percent. In some instances it may go as high as 50
percent, because of services we pay for at the Corporation that are
made available to them.
A quick example is an umbrella insurance policy to which sta-

tions pay for riders which offer them liability insurance, a necessity
in this age. Their insurance costs would rise dramatically if we
were to pull out the fact that we paid for that umbrella insurance
policy. We pay for their satellite interconnect. They would have to

pay that themselves, absent the amount that we normally cite

Mr. Porter. Mr. Ambassador, let me ask this: If we were to pro-
vide less funding, and you are forward funded for two years, would
you have the authority, without additional legislation, to tailor

your grant program to provide for such graduation?
Mr. Carlson. I would think that we would, Mr. Chairman. I

would have to have it legally examined. I would hope we could sit

down with senior staff and make those accommodations.
We have formed a task force of the CEOs of PBS, NPR, Public

Radio International, National Federation of Community Broad-
casters, America's public TV stations, and CPB to come up with
contingency plans as to how to best accommodate cuts that are im-
posed on us.

Mr. Porter. Would you provide for the record the amount of
funding from CPB to each of the stations? I know you have pro-
vided it in gross and we are going to enter that in the record but
I want to do it station by station. And indicate those that you be-
lieve could exist without the public subsidy and those you believe
could not exist without the public subsidy.
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I would assume, Mr. Ambassador, that those that could exist are
largely older stations in the larger metropolitan areas as opposed
to younger stations in the more rural areas. Am I correct in that?
Mr. Carlson. I think that basic assumption, I would imagine, is

correct.

[The information follows:]
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The following list shows the amount of CPB funding provided to

each public broadcasting station. The information is derived from

the 1993 CPB Annual Financial Reports, which is the most recent

year for which all financial final reports have been filed. The CPB
funding includes all stations grants and CPB awards for

programming or other projects.

There is really no way to predict which stations would not exist

without the federal subsidy provided through CPB. While we know
that for some stations the CPB support as a percent of all cash

support appears high, we do not know and cannot predict how the

individual local station licensees will react to a loss of federal

funds. Some licensees will choose to close their stations or to

sever their ties with mainstream public broadcasting (i.e., stop

broadcasting national programming from National Public Radio,

Public Radio International, or PBS). Other licensees may be

successful in securing new funds that will help offset the impact

of losses in federal funding.

The risks of losing public broadcasting stations are not limited

only to those stations where high percentages of their cash support

comes from the federal government. Some licensees have been able

to sustain funding from other sources because of the continued

support of the federal government. Loss of relatively small

amounts of a budget can increase the risk of losing other major

sources of funds.

Finally, one other factor makes predictions impossible on the

impact federal fund cuts will have on the viability of stations.

Public radio and television stations around the country currently

share the costs of producing and distributing national programs

through their dues and membership in PBS, National Public Radio,

and/or Public Radio International. As some stations sustain major

cuts or are forced to drop national programming, the other stations

will face significant increases in their national dues if national

programming is to be sustained at current levels of quality and
quantity. These increased costs may force additional stations into

financially precarious positions and threaten their long-term

viability.
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A list of CPB funding to each public broadcasting station follows:
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LOBBYING

Mr. Porter. Now, let me ask this question. Mr. Livingston
raised a very serious matter. He said that there may possibly be
violations of Federal law in the use of public funds, grantees of
public funds lobbying the Federal Government. I wonder if you
would address that question.

Mr. Carlson. Yes. I cannot address it from a legal perspective,
but I can give you my opinion.

The Corporation itself, does not engage in lobbying. It spends no
money on lobbying efforts. There is, unfortunately, a lot of confu-
sion in the public arena as to the Corporation for Public Broadcast-
ing and the other organizations, PBS, et cetera. The localization of
public broadcasting is a very appealing thing but it does have some
disadvantages.
Mr. Porter. Let me ask the question this way, then. Has CPB

notified its member grantee stations that the use of public funds
that you provide to them may not be used for the purpose of lobby-
ing?
Mr. Carlson. It has specifically notified them of that fact, Mr.

Chairman, in the recent past and previous to that. My point about
localism is that we do not have legal control over the actions of
local stations. That is a good thing, but it also means when stations
decide that they want to run a crawl, as was referred to by Mr.
Livingston, we have no control over that.

As to the legality of it, if they do not use Federal funds to do so,

and we certainly have stated clearly that they cannot use Federal
funds to do so, then I would hesitate to make a judgment as to the
legality of it.

Mr. Porter. I would say that unless they had received specific

donations for the purpose of the lobbying, apart from the Federal
funds that are fungible, that there may well exist violations of the
law.
Mr. Carlson. There may. I certainly do not think that they

should be running Mr. Livingston's telephone number, and we cer-

tainly told them that, in effect—^that is, the industry, when we sent
out a communication recently saying you cannot use Federal funds
to lobby and you should not be engaged in it.

Of course, we are being broadcast live over national public radio,

so Mr. Livingston, unfortunately, repeated his telephone number a
couple of times.

Mr. Porter. Thank you, Mr. Ambassador.
Mr. Obey, I yield to you.

AUDIENCE OF PUBLIC RADIO AND TELEVISION

Mr. Obey. One of the assertions being made about public broad-
casting by those who are trying to justify the elimination of con-
gressional funding is that, in fact, it is largely elitist programming
and its audience is largely cultural and economic elitists. It strikes
me that, in fact, the value of public broadcasting may be consider-
ably greater for persons down the income scale than at the top.

Example: If you are a, quote, economic elitist or cultural elitist

in this town, you can shell out 200 bucks, go to the Kennedy Cen-
ter and see Pavarotti. If you are a retired senior citizen living in
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Park Falls, Wisconsin, you do not have the geographical oppor-
tunity, you do not have the economic ability to do something like

that, but you can certainly turn on public television and see him
at minimum cost. That seems to me to be, in fact, a great equalizer
on the margins of our society at least. And I think there are many
other examples that one could cite.

Can you tell us, in light of the assertion that you largely have
an upscale elitist audience for your programming, what percentage
of your viewership does not have a college degree?
Mr. Carlson. I don't have the specific figures available to me,

Mr. Obey, but I do know that based on polling data that there is

a significant percentage. It may be close to 50 percent, give or take
a few figures, that does not have a college degree.
Mr. Obey. I am told, in fact, that 76 percent of your audience

does not have a college degree.
Mr. Carlson. That does not surprise me at all. Anyone who

takes taxi cabs in big cities realizes that taxi cab drivers, who do
not have large incomes, usually do not have lots of education, listen

to National Public Radio or American Public Radio.
Mr. Obey. Is it not true that about 57 percent of your audience

has an income below $40,000?
Mr. Carlson. Yes, it is true, and it has been an unfortunate ca-

nard that listeners and viewers of public radio and television rep-

resent only the top 3 or 4 percent of the population. It cuts across
class lines, educational lines, and includes Republicans and Demo-
crats alike. Those who like public broadcasting do not fall into any
simple categories at all.

Mr. Obey. One of the responses to persons who suggest that
there will be no great harm to persons if they lose the capacity to

watch public broadcasting stations, one of the arguments they
make is, well, there are other alternatives available today. For in-

stance, look at what is on cable. In my district, 47 percent of the
households no not have access to cable television.

Can you tell us what that percentage is on a State-by-State
basis, for the record?
Mr. Carlson. Yes, I can.
[The information follows:]
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Cable Television Carriage by State

Source: NCTA Research, Feb 3, 199S
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Mr. Obey. To the extent you can respond now, can you give us
some indication, for instance, of what percentage of the viewership

of the 30 most rural stations in the United States have no access

to cable?
Mr. Carlson. About a third of American households do not have

cable television. It is very expensive in many places. Many people,

too, do not want cable television in their living room because of

their children and the availability of programs that they deem un-
suitable for their children.

Cable is effective and it offers up a lot of programs. But I can
tell you that the Disney Channel, which has good fare on it, is

available to 8 percent of American households that have cable. So
it is quite limited.

There will always be millions of people who, for various reasons,

will not have cable. And, of course, the kinds of programming that

is available on public radio and public television is generally of a
higher quality. There are a lot of misstatements made about the
high quality of cable programming. Much of cable, as you know, is

home shopping and repeats of I Love Lucy shows.

IMPACT OF FUNDING ELIMINATION

Mr. Obey. If we were to follow the suggestion of the Speaker, for

instance, and eliminate all the funding, without giving us an overly

dramatic view of the world, can you tell us what you think the
practical results would be on the ability of public television, public

radio stations to provide the kind of services they are providing

now; and give us some examples of what would happen in the real

world as opposed to everybody's extreme visions?

Mr. Carlson. I do not think there is anyone who is familiar with
public television or radio who does not believe that there will be
a very, very serious impact on the system we have today if the Fed-
eral funds are removed. The smallest of stations—our estimate is

probably about 90 stations, radio and television—^would go black.

In fairly short order, the largest stations, each of them as an indi-

vidual entity, and would have to be judged that way, but the larg-

est of the stations will suffer serious impact in programming as

well. And services will be cut. These stations invariably engage in

community services and educational activities that have no rela-

tionship to over-the-air broadcasting as it is known in a commercial
sense, and that those services most likely would be the first to go.

Mr. Obey. I would just observe, since my time is up, that what
I think you and your supporters have to keep in mind is that this

is not just a one-slice pie. We are going to be under a budget
squeeze for as long as any of us remain in the Congress, and cer-

tainly we are going to be under an immense budget squeeze for the

next five to seven years. I think you are going to have to expect

to see reductions in your appropriations over that time, and I think

it is necessary for your supporters to understand that even if you
escape the bullet this time, this is a continuing threat which you
are going to have to be prepared to deal with.

Mr. Carlson. Yes, sir. I think there is an increasing understand-
ing of that.

Mr. Cauthen. If I could add a couple of comments in terms of

impact. CPB and the national system provides the interconnection
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that ties together all of these stations, plus the programming in the
evening hours. What we would have is a series of, well, cottage in-

dustries around the country that were not tied together, and it

would take a great deal of doing to pull that all back together
again.

Mr. Obey. Thank you.
Mr. Porter. Thank you, Mr. Obey.
I want to ask our witnesses to keep their answers as short as

possible so that everyone will have a chance to get their questions
to you. I yield to you, Mr. Young.
Mr. Young. Mr, Chairman, thank you very much, and I want to

congratulate you on the way you have started our subcommittee off

on a very intense schedule and getting to the areas that are of im-
portance to this Congress.

I welcome the two witnesses who are here today and say that we
may have to call upon you to come back on occasion when we get
ready to do the decision-making to help lead us in the Barney song
to maybe calm things down a bit. I think we could have used you
yesterday on the House Floor.

Mr. Carlson. I am sure.

OVERALL BUDGET

Mr. Young. I want to ask you about the total overall budget for

pubHc broadcasting and what the amount is and then break it

down by public funding, the charitable contribution type funding,
and also the earnings that come from projects like Barney.
Mr. Carlson. Let me do that for you, Mr. Young.
As has been said, the overall amount of money spent on public

broadcasting, radio and television, is $1.8 billion. The FederaJ con-
tribution to that is our budget, $285.6 million for 1995. That is

about 14 percent of the total.

The contributions to that total of $1.8 billion breakdown this
way, Mr. Young. Membership in local stations is 22 percent. I will

have to give you corresponding figures, which I do not have here.
Business contributions are 17 percent. Funds that come from State
governments are 14 percent. State colleges, a number of which li-

cense radio and television stations is 8 percent. Other Federal con-
tributions, NTIA, as you know, supplies funds for equipment re-

newal and so on, is 6 percent. Local government itself is 3 percent.
Money from foundations is 6 percent. Private colleges is 1 percent.
Auction income, with which you are familiar, tote bags and coffee

mugs, 1 percent. Other public colleges, 1 percent. And there is a
catchall item of 6 percent, which I am unable to explain at the mo-
ment but maybe I can get some advice from behind. That totals a
billion seventy-nine.
Mr. Young. Of the non-Federal public funds, are any of those

funds contingent upon receiving the Federal dollars?
Mr. Carlson. Yes. And the reverse is true. We send money to

stations based on a formula having to do with their ability to raise
non-Federal funds. There are times where our contribution to a
program spurs a private contribution from a foundation; often they
say we will match it or some such event like that. But normally
I am not aware of a situation like that.
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Mr. Young. So if the Federal funding were reduced, which would
be a financial hardship on the Corporation, as you present it, that
would not necessarily eliminate any of the other sources of funding
that you already have.
Mr. Carlson. No, it would not necessarily. Is there a scenario

with which you are familiar?
Mr. Cauthen. I think it would not necessarily do it, but in prac-

tical terms it would. If quite a number of our stations should go
off the air, if we do not have the attractive schedule that we now
have, the corporations that give to public broadcasting are just sim-
ply not going to contribute the kind of money they have been con-
tributing in the past. That, I think, applies to the general public
as well and the others that support public broadcasting. It becomes
a less important entity, thus it will be much more difficult to re-

ceive funds.
Mr. Carlson. Mr. Young, may I make one point on that?
Mr. Young. Yes.
Mr. Carlson. If there was a severe decline in Federal funds, that

caused some stations to go off the air—say some small stations
went off the air because they are unable to survive because they
get 40 percent of their budget directly from us. That in turn has
an effect on NPR, on the distribution of services on PBS because
their membership ends; their contributions to PBS and NPR dis-

appear, and the total share in the purchase of programs dis-

appears. So we could, in fact, in the scenarios having to do with
various amounts of budget cutting to CPB, offer up to you for your
interest what effects that might have and then qualify it.

Mr. Cauthen. It has the potential of a real domino effect.

Mr. Young. Now, in my area in Florida, we have two excellent
public stations WEDU and WUSF and I have an opportunity to
watch them when I am back home in the district and I see often-
times this program was made possible by a grant from the so-and-
so foundation. But I do not recall ever seeing a tag line that said
this programming was made possible by a contribution from the
American taxpayer.
Mr. Carlson. Oh, there is such a line. Yes, sir. In fact, it is man-

dated by the Congress that any program that carries Corporation
for Public Broadcasting funds has on it an imprimatur, and it does
say this is brought to you by the American people, by the American
taxpayers.
Mr. Young. Thank you very much.
Mr. Carlson. Yes, sir.

Mr. Porter. Thank you, Mr. Young.
Ms. Pelosi.

Ms. Pelosl Thank you, very much, Mr. Chairman.
I want to thank Ambassador Carlson and Mr. Cauthen for their

excellent testimony here today, and not only that, for their fine

work at the Corporation for Public Broadcasting.
I want to put my bias right out on the table, Mr. Chairman, I

consider myself a very strong supporter of the Corporation for Pub-
lic Broadcasting. I thank you for the work that you are doing.

I am pleased to hear that the Chairman wants to put all of the
appropriated funds on the table, both Mr. Livingston and our sub-
committee Chair, because I think that that is a scrutiny that the
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Corporation for Public Broadcasting can take better than many of
the other programs in our 13 appropriation subcommittees.
And I am also pleased to hear that the Chairman is pursuing the

point about lobbying, because I am relieved to know I will no
longer be called by representatives of the defense industry and the
rest who profit so much there from the largess of the American tax-

payer. And I think it will be news to them that they are not sup-
posed to be, in light of the fungibility of money, using any of their
funds for lobbying efforts.

Mr. Chairman, I also want to make the point that when you talk
about the budget deficit, and the Chairman knows I have a very
high regard for his values and the work that he has done on this

committee, but the leadership of this Congress is trying to balance
a huge budget deficit and addressing a large national and growing
national debt by addressing a small item on the budget. As pointed
out, it is a small percentage of our national budget. As pointed out
by Mr. Obey.

I think no matter how small we should subject all our spending
to scrutiny, however, let us not delude ourselves into thinking that
this is an answer, because, indeed, this money spent on the Cor-
poration for Public Broadcasting is not only money spent, it is

money invested and, I believe, saves us money in the long run. So
when we subject these programs to that scrutiny, I hope we will

see not only how the money is spent and how well it is husbanded
on the books but what we get back in return for it.

I also want to put on the record as rejecting the notion, and I

do not even give at this time status of an idea, the notion that be-
cause there is cable TV, there is less need for what we called all

of our lives educational TV. Indeed, I think there is even more
need. And as you pointed out, not everybody in America can afford
cable TV, even if it were an answer, which it is not.

NUMBER OF STATIONS

Mr. Ambassador, I had a question, because it is one that comes
up in my conversations with people who support Corporation for

Public Broadcasting but we do have this question. Can you tell me
why there are so many stations?
Mr. Carlson. I don't know that I can adequately address the

basis in which they all evolved. They have evolved in this very
uniquely American way. They are localized. They are connected
with universities. They have separate boards of trustees, et cetera.

They did not all enter this having anything to do with Federal
funding. But they coalesced over the years into separate radio and
television networks, sometimes jointly depending on their affili-

ations with the university, with a State system or not. They came
to us in many ways. Ultimately they started bicycling programs
back and forth, literally, and then metaphorically and ended up
with a distribution system, and now a very sophisticated satellite

service.

There are many public broadcasting stations. There are very seri-

ous questions of overlap involving some of those stations. There is

nothing wrong per se with two stations having signals cross each
other. It happens every day in a really crowded America. But there
are duplications of services. Sometimes there are production facili-
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ties that are underused when two stations are reasonably near
each other. The Corporation has taken a very aggressive position

in the last year or so in encouraging stations to reduce duplication

of services, to streamline and use this money effectively. We have
encouraged them through a grant process that helps them out.

We are playing a role right now, in New York and in Connecti-
cut, in combining duplicative services between the two broadcast-
ing entities that are large, but have a number of things that they
engage in that they might share in and save a considerable amount
of money.

In Maine—and this will be my last example—^there were two
public stations. It is a small State. They overlapped each other.

And, in part through the Corporation for Public Broadcasting, and
through the good sense of the station managements there is always
a turf problem when there are any groups of people who get to-

gether—^they combined into one station very effectively.

Ms. Pelosi. Thank you, Mr. Chairman.
Mr. Porter. Thank you, Ms. Pelosi.

Mr. Bonilla.

Mr. Bonilla. Thank you, Mr. Chairman.
Mr. Ambassador, it is good to see you again, as usual.

Mr. Carlson. Nice to see you. Thanks.
Mr. Bonilla. In preparing for this hearing, we asked around the

office, as well as looked in my home, and there is no shortage of

the Barney paraphernalia, and I will never forget the sight of my
son's face when he heard that Barney was coming to Capitol Hill,

and my little girl and son very often could not go to sleep at night
without sleeping with Big Bird or Elmo, which they have owned
since they were very young.
There is no question that these characters have filled a void in

our society when there has been a lack of role models in many
cases for young people and the values that they have been taught
by public TV. Specifically, these programs have been something
they will carry with them for a long time.

But we must make tough decisions in the coming months and we
are here for that reason, as stated by our Chairman in his opening
remarks, and I want to identify myself with his remarks. I think
they were totally appropriate and concur with what I believe.

Tlie fundamental question I think we have today is if we were
not already doing this, could we afford to start? And I think that
is a fundamental question we must all ask ourselves on this com-
mittee.

NEED FOR PUBLIC FUNDING

I want to begin with a question about Barney, because after all,

with all the publicity that he has received, with all the money he
makes, he is approaching the popularity of some of the greatest

rock stars, movie stars, we have ever seen. Why does a character
like this need public funding to survive? Could it not have a life

of its own and continue the good positive effect it has had on young
people in this country?
Mr. Carlson. Barney, as you have suggested, is a very unique

situation, Mr. Bonilla. I talked last night, actually, so I could better

understand this all, anticipating questions on the subject, with
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Dick Leach, who basically is the owner, with his son and daughter-
in-law, of the company that produces Barney. He had some very in-

teresting things to say to me about this.

I mentioned in my statement quickly that Barney was a success-
ful enterprise before public broadcasting ever heard of it. I went
through with Mr. Leach the $1 billion that has been floated as the
amount of money that has been raised by Barney. I said, "Is that
true? Is there a person who would be better equipped to under-
stand the revenue on Barney?" He said, "There is no better person
equipped than me." He said, "I have no idea whether Barney
made"—this is a direct quote

—
"I have no idea whether Barney

made $1 billion last year. We did not." He said, "Let me explain
the merchandising rights."

He said, "We get anywhere from 2 to 6 percent in licensing on
these slippers and lunch boxes, et cetera. But that is not 2 to 6 per-
cent of the retail sales. Someone has gone around and computed,
maybe rightly," he said, "but probably not, all of the sales. Kmart
sells the Barney doll for $10 and, I don't know, Neiman Marcus
sells it for $20. I am only guessing at this. And totaled, it all," he
said, "it is $1 billion in sales, but our revenues are only 2 to 6 per-
cent of the source cost."

What is a source cost? "Well, something that is sold retail rather
for $10 might be sold wholesale itself to the store for $4.50 and the
source cost is $1.50." The Barney Company gets 2 to 6 percent of
that dollar and a half.

It is my estimation, based on conversations with them, that they
probably netted close to $20 million last year. A significant amount
of money. We are sharing in it now. We did not realize, had no con-
ception this was going to take off as it has done. But, of course,
public broadcasting at large—and I personally did not have any-
thing to do with it—were limited to getting ancillary rights because
Barney had already done fairly well in the marketplace. Barney
has been an enormous success on public broadcasting, and that
means it has brought a lot of money into public broadcasting.
Two points: We are reducing our financial commitment to Barney

because of its profitability, and, ultimately, in the next year or two
that will be erased. All of the funds will be recouped. There has al-

ready been a million that has come into Connecticut Public Tele-
vision because of Barney sales and videos. And, of course, Barney
raises millions of dollars for PBS and stations through its success
to use for other public television shows, including a new one for
kids called Wishbone, done by the Barney producers. It is an edu-
cational show. They are not entertainment shows per se. They em-
ploy educators and experts to determine the story lines and the
plot lines and they benefit kids in a lot of ways that none of the
cable shows do.

Mr. BONILLA. Yesterday, in our hometown newspaper, as many
Members have referred to already, I was the subject of the lead
editorial in a newspaper that serves well over a million people. I

was surprised, though, to hear of the phone calls that did come into
my office, that we only had one or two from rural areas, and rep-
resenting an area that is largely rural with 58,000 sq. miles, 600
miles along the Texas-Mexico border, what kind of contrast do you
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see in the receivership of programming of public TV contrasted be-

tween big cities and rural areas? Is it primarily a big city program?
Mr. Carlson. No, it is not, and Hank Cauthen has a lot of exper-

tise particularly in an agricultural State like South Carolina he
might want to address this. He has better experience than me di-

rectly.

Mr. Cauthen. We have studied the audience composition on a
number of occasions and it is essentially a mirror image of our pop-
ulation both in terms of salary, in terms of income, in terms of loca-

tion, rural, urban, what have you. No, it is not a big city thing. It

is essentially a reflection of our population.

Mr. BONILLA. Thank you. Thank you, Mr. Chairman.
Mr. Porter. Thank you, Mr. Bonilla. Mrs. Lowey.
Mrs. Lowey. Thank you, Mr. Chairman and Ambassador

Carlson.
Mr. Carlson. Gk)od morning, Mrs. Lowey. Nice to see you again.

Mrs. Lowey. Nice to see you.
This hearing has been called to discuss the downsizing of the

Corporation for Public Broadcasting. Unfortunately, as we all know
today, in spite of our outstanding Chairman's commitment, this ex-

ercise is actually designed to pave the way for the new Majority in

Congress to abolish public broadcasting altogether. It seems the
House Republican leadership has launched an attack against the
CPB as wasteful government spending and its "culturally elite."

In my judgment, nothing could be farther from the truth. All of

us on this subcommittee know that children are constantly

bombarded by violence on TV. We have had these discussions be-

fore and we are all sickened by it. Thankfully, there is an alter-

native for the 83 percent of preschoolers who watch public TV. PBS
is the primary source of nonviolent educationally oriented tele-

vision for millions of children in America. Public television offers

our children an island of quality educational programming in a sea
of Morphin Power Rangers and Teenage Mutant Ninja Turtles.

Mr. Chairman, I would like to take this opportunity to introduce

to you today two witnesses who, frankly, were not called and who
are very relevant to this hearing as well. Now, this is Ernie, Mr.
Chairman, and this is Bert, Mr. Chairman. And I want to tell you,

as a mother of three grown children, I can tell you that the

Muppets are among the best friends that not only a kid ever had
but any mother has ever had. Anyone who wants to take the

Muppets off public television will have a lot of explaining to do to

the children of America—and to their parents, too.

Make no mistake about it, Mr. Chairman, this debate is about
Big Bird, and Oscar the Grouch, and Barney, and Kermit. And the

new Republican Majority has put them on the chopping block.

Mr. Chairman, Mister Rogers' Neighborhood is much more popu-
lar than Mr. Gingrich's, and Sesame Street is a far healthier envi-

ronment for children than Capitol Hill, and the Muppets are far

more popular than this Congress and we should think twice before

we eliminate them.
So I ask my colleagues, should children be learning from Sesame

Street instead of from the streets of a violent society?

Further, some members of Washington's most conservative think

tanks have said funding for the CPB represents a subsidy for the
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cultural elite in our society, and frankly that is an insult to the
millions of working and middle-class Americans who watch public
TV and listen to public radio every day.

In fact, as Mr. Obey said, low- and middle-income households ac-

count for more than half the audience for public television. Fifty-

nine percent of regular viewers of public television come from
households with incomes of less than $40,000 a year and 48 per-
cent of public radio listeners live in households with combined in-

comes of under $40,000 per year.

So again I ask? Who says that the middle class does not watch
public television or listen to public radio? Maybe what we have is

actually a case of the Republican leadership not listening to the
American people. So I just ask my colleagues—and I have one very
brief question, because my time is up—^before you make this deci-

sion on this cut, I just think we should all remember Ernie and
Bert. I also want to ask Ambassador Carlson, if I am not correct,

was not whether Sesame Street offered to commercial television be-
fore public television?

And perhaps you can briefly, in the minute or so we have left,

explain what happened?
Mr. Carlson. Yes, ma'am. Mrs. Lowey, I was going to wear my

Barney slippers but I was afraid to. Now I wish I had. Thank you.
The response to your question is that Sesame Street 25 years ago

was offered by CTW to commercial broadcasters and they turned
it down on the very real basis that they could not make money
from it through the sales of commercials. Dick Leach, the principal
owner of Barney, said to me last night that they too had offered
their original tapes to syndication and to commercial broadcasting.
The network and syndicators told them it is not broadcasting—em-
phasis on the broad—meaning it will not bring in sufficient audi-
ences. It will go for one-year-olds to five-year-olds and they will not
be buying anything.
They were wrong about that. So, of course, it would not have

made it on commercial television.

Mrs. LowEY. Well, thank you. And for the mothers and the chil-

dren of the world, Ernie and Bert, we all thank you.
Mr. Carlson. Thank you.
Mr. Porter. Thank you, Mrs. Lowey.
[The prepared statement of Honorable Nita M. Lowey follows:]
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STATiMENT OP THE HONORABLE NITA M. LOWEY
ON THE

CORPORATION FOR PUBLIC BROADCASTING

Good morning. This hearing has been called to discuss "dovmsizing"
the Corporation for Public Broadcasting. Unfortunately, as we all
know, today's exercise is actually designed to pave the way for the
new majority in Congress to abolish public broadcasting altogether.

The House Republican leadership has launched an attack against the
CPB as "wasteful government spending," and as "culturally elite."
Nothing could be farther from the truth, as I'll explain.

All of us on the subcommittee know that children are constantly
bombarded by violence on television, and we are sickened by it.
Thankfully, there is an alternative for the 83% of preschoolers who
watch public TV. PBS is the primary source of non-violent,
educationally- oriented television for millions of children in
america. Public television offers our children an island of
quality, educational programming in a sea of Morphin Power Rangers
and .Teenage Mutant Ninja Turtles.

Mr. Chairman, I'd like to take this opportunity to introduce two
individuals who weren't called as witnesses today, but who are very
relevant to this hearing none the less

.

This is Ernie, and this is Bert. As a mother of three children I

can tell you that the muppets are among the best friends that any
kid will ever have. Anyone who wants to take the muppets off
public television will have a lot of explaining to do to the
children of America. And their parents too. Make no mistake: this
debate is about Big Bird, and Oscar the Grouch, and Barney, and
Kermit. The new Republican majority has put them on the chopping
block.

Mr. Chairman, Mr. Rogers' Neighborhood is much more popular than
Mr. Gingrich's. Sesame Street is a far healthier environment for
children than Capitol Hill. The muppets are far more popular than
this Congress, and we should think twice before we eliminate them.

So I ask my colleagues: shouldn't children be learning from Sesame
Street instead of from the streets of a violent society?

Further, some members of Washington's most conservative think tanks
have said that funding for the CPB represents a subsidy for the
"culturally elite" in our society. Frankly, that's an insult to
the millions of working and middle- class americans who watch public
television and listen to public radio every day.



In fact, low and middle -income households account for more than
half the audience for pioblic television! Fifty-nine percent of
regular viewers of public television come from households with
incomes of less than $40,000 a year. And 48% of public radio
listeners live in households with combined incomes of under $40,000
per year.

So again, I ask: who says that the middle- class doesn't watch
public television or listen to piablic radio? Maybe what we have
here is a case of the Republican leadership not listening to the
American people.

So, my colleagues, in conclusion, before you make this cut, just
remember Ernie and Bert.

###
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Mr. Porter. Mr. Miller.

Mr. Miller. Thank you, Mr. Chairman.
The statement by the gentlelady from New York brings up the

whole problem we are facing with balancing a budget. I am a very
strong fiscal conservative and my argument and debate on the
issue of the Corporation for Public Broadcasting is not so much the
elite argument as it is we have to balance the budget. The Amer-
ican people spoke on November 8 in saying that government is too
big and spends too much and we have to look at everything.
Tuesday, this subcommittee was out at NIH looking at gene re-

search, cancer research, and we had the Secretary of HHS in talk-
ing about Head Start. There are so many programs but we have
to ask the basic question, the basic question is what is the role of
the Federal Government in this.

When we go back to 1967, when public television was created it

was a different era in television. Basically, the three major net-
works dominated. Things have changed dramatically in the past 25
years and we are on the verge of another major expansion in tele-

communications and we will probably pass some legislation, if not
this year, next year, where we will open it up dramatically with the
telephone companies being able to get into television and wireless
television and such. There are so many things getting ready to hap-
pen.
So the argument and debate from back in the days of Sesame

Street in the late 1960s and early 1970s is a very different argu-
ment today. The argument that keeps me enthroned is are we
going to lose Barney and Ernie and Bert and all that. That is not
the argument; we will keep those. That is not the argument. The
argument is the rest of cable television, whether it will take on the
support for educational programs and such.
As George Will made the statement, intellectually, it is easy to

balance the budget but politically it is very difficult, and when we
start talking about Ernie and Bert and Barney and all that, you
are making it politically very difficult. But we have to balance that
budget. We have no choice, in my opinion.

FIVE-YEAR PLAN

So, how do we justify not looking at and say let us put it on a
glide path to elimination of Federal funding over a five-year period?
I think it is really a risky thing to say we will cut you all off this
year maybe. That is not a fair position, but start that glide path
to go to privatizing.

A lot of companies have done downsizing and are able to

downsize by 10 percent and are able to go out and privatize organi-
zations and such. Should we be in that function? So I have a hard
and difficult position to say we need to keep doing this and keep
doing this, especially with the telecommunications that will make
it available to the rural areas of America.

It seems like it is even going to be harder to justify that. It

seems you could be stronger if you could get away from the Federal
purse strings that are going to be there and you know you are
going to be cut every year. Even Mr. Obey acknowledges that. So
it seems you should be able to move towards that glide path. So
what sort of contingency plans do you have to move towards, say,
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a five-year game plan to cut that cord to the Federal Government
of Federal fiinding? Because you are not going to go out of exist-

ence.

Maybe some small stations will go out of existence but they will

still get it from the satellite or the new telephone companies bring-
ing on these services. What would your plan be over the five-year

period?
Mr. Carlson. I cannot give you specifics, Mr. Miller, but we are

working on such a plan. I would expect we could work with the
staff" and this committee and other relevant committees on such a
plan and on the details. The devil is in the details of this.

I think you framed the question, I had said this earlier, about
survival of public broadcasting perfectly. It is a question as to

whether this is worth it to the elected Representatives of the Amer-
ican people. All the other things are somewhat irrelevant. There
are some people who really do not like public broadcasting for

sometimes emotional reasons. They are few and far between and
their arguments sometimes get presented.

I think the argument you have made and the Chairman has
made is perfectly right. You have to decide whether this is worth
it. There are a lot of elements that must be considered. We have
presented some to you and we will present others in writing to this

committee as they are developed.
I want to mention to you when you discuss CPB and its values,

that I had a call last night from Ambassador Walter Annenberg.
You may not know this, but Ambassador Annenberg has been an
enormously generous American, one of the most generous. He has
given $750 million in the last 15 months to educational projects in

America. What you may not know is there is a project called
Annenberg/CPB. The Ambassador has given us, since 1984, $125
million that we have expended on teaching math and science more
effectively to tens of thousands, perhaps hundreds of thousands, of

students in this country. It has been very, very effective. It is now
used by 1,600 or so universities.

That is part of what the Corporation does. We hardly ever men-
tion it to you, but it is something that the Federal dollar has
played a part in and it is very important. There are many things
like the Annenberg participation that must be closely examined be-
fore making significant cuts in the Federal budget.
Mr. Bonilla made a terribly interesting point. Could we do this

—

public broadcasting—today with the costs that we have for things?
We probably could not. The investment has been enormous, and it

was made at times where things were so less expensive. The in-

vestment of the Federal (Government and the taxpayers have made
in this unique and very well functioning system has to be consid-
ered.

Mr. Miller. Thank you.
Mr. Cauthen. I would like to point out the fact that I agree with

you that the technology is moving very rapidly, but it will be 20
years before fiber optics will be universally available in the coun-
try. Satellites are certainly there, but a satellite dish at best is

$750, and then you have your monthly program rental of about
$30. That $700 would buy you 700 years of public broadcasting.
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In the perspective of things, it is I think one of the best invest-

ments that the Federal Government is making right now to serve
not only rural America, but all America.
Mr. Porter. Thank you, Mr. Miller.

Mr. Hoyer.
Mr. Hoyer. Thank you, very much, Mr. Chairman. I apologize,

Mr. Ambassador, for missing your testimony. I am the Ranking
Member on another committee and we are having contemporaneous
meetings.
Mr. Carlson. Not at all, Mr. Hoyer. Thank you for saying that.

Mr. Hoyer. But I will read your testimony.
I was here for Mr. Livingston's opening statement. I am one of

those Democrats who has the last two times voted for the balanced
budget amendment. It is my intention to vote for the balanced
budget amendment this time, the Stenholm version of that amend-
ment. I do so because I believe we have a fiscal crisis confronting
the country. We are putting my granddaughter, who is eight years
of age, into a position where she will have no discretionary dollars

to spend 20 years from now, on CPB or anything else, if we do not
get a handle on this.

But I think it is fundamentally dishonest and undermines the
quality of debate if we do not recognize that the dollars that the
Appropriations Committee deals with, in terms of discretionary fi-

nancing, are the only item of the budget that has gone down in the
last 14 years. The only item in the budget that has gone down in

the last 14 years is the amount of dollars that we deal with. It is

not the Appropriations Committee or the application of discre-

tionary dollars that is causing us to budget deficit.

As a matter of fact, in 1953 we spent 18.3 percent of GDP on dis-

cretionary spending in this country through the Federal budget
process. In fiscal year 1995 we are going to spend less than 8 per-

cent. Now, as all of us on this committee know, it is not because
the percentage of dollars that we spend of the GDP has gone down
substantially. It has not. But it is because entitlements have risen

very, very rapidly. Now, that is a controversial subject.

Mr. Miller talked about intellectually making decisions and po-

litically making decisions and George Will saying intellectually it

was easy to balance the budget. I am not sure it is either intellec-

tually or politically easy, but I know it is not politically easy. But
it will not be made easier if we do not tell the American public the
truth.

I was not here for Mr. Obey^s full statement. This is a very, very,

very small percentage of the discretionary dollars, much less than
the $1.5 trillion that we spend. That does not mean by any stretch

of the imagination we should not determine whether or not the

$258 or $300 million that this committee allocates to this objective

is, in fact, cost effective for the American taxpayer.

We have some fundamental problems in this country. Violence is

a big problem. Newton Minow referred to broadcasting as a waste-
land. I think he was probably right then, and I certainly think to

a large degree he is right now, in the sense that much of what we
see on television is. A, not fit and, B, undermines the values of this

country and the performance of this country.
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I look at the talk show hosts, and I don't have a TV Guide in

front of me right now, either with the Contract or without it in

front of me. I guarantee you if I go through the subject matter, that
Sally Jesse Raphael, Geraldo, and Oprah—although Oprah is get-

ting better, by the way, in my opinion. I want to say that because
I think she is dealing with a higher level of subject. We deal with
some of the most dysfunctional behavior in America, as if that
ought to govern. We did the Bobbitt trial on CNN gavel to gavel,

and projected that throughout the world as something that Amer-
ica thought was important. Disgraceful.
And if, in fact, commercial television is in many respects a waste-

land of dysfunctional behavior and trash and violence, public
broadcasting is an island of sanity and of thought and of elevation
of our culture and human spirit in America. And it is on that basis
that we ought to make this judgment.

I think it is correct for people to raise the issue. If we do not do
it, will it survive? I think that is a proper question, because, clear-

ly, one of the reasons that in Maryland, as a State senator, I sup-
ported our public broadcasting, and why I have supported the Cor-
poration for Public Broadcasting at the Federal level, is because I

am not confident that we would have the quality programming and
the access to programming that we have without the public sector
leveraging. In fact, we only pay 14 percent and through that
leveraging we get the other 86 percent, hurray for us. Isn't that
many a great success?
My time is up, as the sports broadcaster in our town says. Thank

you for yours.
Mr. Carlson. Thank you for yours very much, Mr. Hoyer.
Mr. Porter. Thank you, Mr. Hoyer.
Mr. Hoyer. You do not have to answer that question.

Mr. Carlson. Yes, sir.

Mr. Porter. Mr. Riggs.
Mr. Riggs. Thank you, Mr. Chairman.
Good morning, Mr. Ambassador.
Mr. Carlson. Mr. Riggs.
Mr. Riggs. I appreciate the gentleman's remarks from Maryland,

but let me ask you a question or let me premise my question first

with the comment and observation that in a capitalistic society

commercial broadcast for profit media is probably responding to

consumer taste. And as that media expands to meet the market
need, I think those tastes are going to be reflected in more and
more diverse programming.

DUPLICATION IN PROGRAMMING

But let me ask you, how much overlap or duplication is there be-
tween programs or programming that is shown on commercial
broadcast media and programming that is also shown on public
broadcasting stations?

Mr. Carlson. There is some, Mr. Riggs, but there is not very
much. I must say that there are arguments that sometimes the
media leads public taste, as opposed to simply to responding to

them. Of course with commercial broadcasting, and I don't want to

make invidious comparisons, there is a necessary descending to the
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lowest common denominator in the strongest possible way to draw
in audiences. Therein lies the problem often with trash television.

Mr. RiGGS. I am a self-admitted political junkie, otherwise I

would not be sitting here, but I know on one coast I can watch the
McLaughlin Group commercial free, and on this coast I may have
to watch it with commercials, and I suspect that that occurs with
other programs, in a certain percentage of programming.
Mr. Carlson. Yes.
Mr. RiGGS. In large metropolitan areas, there is strong support

for public television. In your testimony, there is a reference to

KQED, which is probably your flagship station on the West Coast,
or certainly in the San Francisco Bay area.

Here in the Washington-Baltimore area, there are four PBS sta-

tions currently operating. My question is how many PBS stations

serve a metropolitan area of less than 250,000? And do these sta-

tions receive a larger share of their budget from CPB?
Mr. Carlson. I don't know the specific numbers of stations, but

there are stations throughout the country serving geographical
sites of less than 250,000 in population. Invariably, and as a rule,

the smaller stations do receive a much larger percentage of Federal
fiinds on a direct basis from us than do the biggest of the stations.

They also receive, as I alluded before, indirect support. Costs are
picked up by us that would, in fact, be borne by them if we had
not done so. So the Federal contribution to some of those larger
stations is even in greater sum than we normally spell out in our
statements.
Mr. RiGGS. Could I get a specific answer to my question for the

record at your convenience?
Mr. Carlson. Yes, sir, of course.

Mr. RiGGS. I think it is important in light of the argument that
if we are to cut altogether funding Federal taxpayer subsidies for

the Corporation for Public Broadcasting, the stations to suffer the
most will be the rural public television and radio stations.

[The information follows:]
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In general, stations that serve metropolitan areas of less than 250,000
people receive a larger share of their budgets from the federal government
because stations that serve larger areas are able to draw on a larger pool

of outside support. However, federal money is vital seed money for

stations serving larger areas, although It constitutes a smaller

percentage of these stations' overall budgets. That seed money is able to

generate increased outside support, such as membership revenue,

underwriting revenue, foundation support and the like. This outside

support in turn funds programming that is distributed throughout the

system and supports the schedules of stations serving smaller areas.

The smaller area stations do not have the same pools of outside support to

draw on as larger area stations. Therefore, CPB funds are even more vital

to sustaining their activities. Just as important, however, is the

programming that larger area stations produce with CPB support because
it represents a stable source of high-quality programming around which

the smaller stations can build a schedule, raise money and complement
with local programming.

Following is a list of stations that serve areas of less than 250,000

people. A majority of these stations receive a grant directly from CPB.
However, some of these stations are parts of state networks that apply

for a single grant from CPB and then distribute the grant accordingly.



830

CPB-SUPPORTED TELEVISION STATIONS
LOCATED IN METROPOLITAN STATISTICAL AREAS

WITH POPULATIONS OF LESS THAN 250,000

WUSI
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CPB-SUPPORTED TELEVISION STATIONS

LOCATED IN METROPOLITAN STATISTICAL AREAS
WITH POPULATIONS OF LESS THAN 250/)()n

KUAC
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CPB-SUPPORTED TELEVISION STATIONS
LOCATED IN METROPOLITAN STATISTICAL AREAS

WITH POPULATIONS OF LESS THAN 250,000

WCPB



CPB-SUPPORTED TELEVISION STATIONS

LOCATED IN METROPOLITAN STATISTICAL AREAS

WITH POPULATIONS OF LESS THAN 250,000

WOUB
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CPB-SUPPORTED TELEVISION STATIONS

LOCATED IN METROPOLITAN STATISTICAL AREAS
WITH POPULATIONS OF LESS THAN 250,000

KTSC
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Mr. RiGGS. Now, let me ask another question. Several shows on

PBS, as you have pointed out in your testimony, have been huge
successes, especially children's shows, and we have had references

this morning to Sesame Street and Barney.
Can you tell me the gross revenues for enterprises like Sesame

Street and Barney both in direct revenue and the marketing of

video tapes and toys related to the programs?
I would also like to know what salaries are paid to those em-

ployed by those two shows and what changes you might be able to

bring about in this area to make CPB truly self-sustaining and self-

supporting.

Mr. Carlson. Yes, I can. In some ways I will certainly try.

Let me focus a little on Barney. I mentioned some of this before.

I don't want to be repetitive but I want to answer your question,

certainly.

The relationship with Barney and public broadcasting began
three years ago. The show itself has grown in popularity and has
brought in lots of money to public broadcasting by virtue of that

popularity. CPB, and PBS put money into the production of Bar-

ney. We now have contractual agreements we did not originally

have back at the inception of this broadcast that promise, in effect,

to replace all of the funds we have put in from public broadcasting

into the Barney shows.
Of course the producer, producers themselves, bore the cost of

this in a typical free market fashion and the risk of losing their

sums initially. Consequently, they expect, rightly in my opinion, to

draw most of the revenue back to themselves because it is such a
risky venture.
Mr. RiGGS. Excuse me, Ambassador. I know time is short and I

want to ask a quick follow up.

Given the enormous revenues that have been generated by these

popular successes, does that actually provide you with a market in-

centive, an entrepreneurial motive to reexamine some of your li-

censing agreements and some of your production agreements so

that, again, you can put CPB on a self-supporting, self-sustaining

footing?

Mr. Carlson. It certainly has spurred that interest in all of pub-

lic broadcasting, without question, and it is quite proper that they

have done so. There have not been many commercial successes in

public broadcasting. But there have been a couple of big ones. Ses-

ame Street is one, Barney is another, the Civil War is another. In

all of those instances there is now under way, or has been in the

recent past, contractual agreements that will bring back funds to

public broadcasting. But it is not a common situation.

I must say I am also sort of amazed. It is a good thing these

shows are successful, yet they immediately draw—and I don't mean
from you—fire of the most interesting kind. There is strong dislike

of the fact they have been successful on the part of some critics,

not Congressman Rohrabacher over there, who is smiling at me.
Mr. RiGGS. I think it is wonderful and I want to see you expand

on those successes. Thank you, Mr. Chairman.
Mr, Porter. Thank you, Mr. Riggs.

Mr. Wicker.
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Mr. Wicker. Thank you, Mr. Chairman, and I guess I have an
observation in response to the statement of my new colleague, Mr.
Hoyer.

I have observed him for many years and I have a great deal of
respect for his opinion, and I am a fan of public broadcasting. I lis-

ten to the Morning Edition, All Things Considered, and certainly
the various television programs in my State of Mississippi. But Mr.
Hoyer has touched on something very important, and that is that
he says he is for a balanced budget and he is going to put his vote
where his heart is a week from now and vote for a balanced budget
amendment. And he acknowledges we cannot balance the budget
through the discretionary money alone. We are going to have to

look at entitlements by the very statement that he makes. We are
going to have to make tough votes on entitlements; including medi-
care and medicaid, presumably. I don't intend to speak for the gen-
tleman but he certainly told you and this audience where the
money is.

Certainly there is money in national defense, something that is

vitally important to this Nation. We will have to look at defense.
We are going to have to look at ever3^hing, except social security,

which is off the table, and I think properly so.

And so I would just observe for those in the room today that I

do not see how we can make the tough, tough decisions on the enti-

tlement programs, things that are vitally important to the future
of the United States—health care, national defense, our own inter-

national security—without being willing to make a very tough and
perhaps unpleasant decision with regard to the Corporation for

Public Broadcasting.
So I would simply say to you, Mr. Chairman, that I commend you

for having contingency plans. I think that public broadcasting will

prevail ultimately and I think, actually, we have a tougher job in

balancing the budget with these very difficult decisions that Mr.
Hoyer has outlined than you do in succeeding under austere budg-
etary circumstances.
Mr. Carlson. Thank you, Mr. Wicker. I agree with you. And I

know I speak for Hank Cauthen as well when I say that we have
the utmost respect for the argument having to do with facing up
to these terrible decisions about who is going to be funded and to

what extent they will be funded.
We look forward to working with the Chairman of this committee

and the Members in restructuring, to the extent that your decisions
about Federal funding require, those parts of public broadcasting
that will be affected.

Mr. Wicker. Thank you.
Mr. Porter. I want to thank Mr. Carlson and Mr. Cauthen for

spending
Ms. Pelosi. Mr. Chairman, may I ask you one question?
Mr. Porter. You may ask me one question.
Ms. Pelosi. I will be very brief. Would it be possible to have our

witnesses or Ambassador Carlson give us for the record the num-
ber of small donors, under $100, that comes in to the whole system
for public television, for public broadcasting?
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Mr Carlson. Yes, I think we have even a breakdown. It is about
5 milhon people but I don't know that hundred dollar figure applies
necessarily. I am sure it does not totally. I will get the figures and
submit it for the record.
[The information follows:]
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According to PBS, 75% of the approximately five million contributors to

public television (or approximately 3.75 million) donate less than $100

over the course of one year.

According to an informal poll of a dozen representative public radio

stations, approximately 84% of conributors donate less than $100. This

translates to approximately 1.34 million of the 1.6 million annual

contributors.
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Ms. Pelosi. In the interest of time, I will turn it back. Thank
you, Mr. Chairman.
Mr. Porter. Thank you, Ms. Pelosi.

We again want to thank Mr. Carlson and Mr. Cauthen.
We are going to have Members of Congress following you right

now. You are welcome to stay and listen to them, if you would like.

This afternoon we are going to have two panels, one of detractors,

I would say, the other of supporters, and we will meet with them
between the hours of 2:00 p.m. and 5:00 p.m. and, again, you are
welcome to be a part of the audience.
We thank both of you very much. We will obviously take your

testimony, which is very candid and direct, and we appreciate it

very much, under advisement.
Mr. Carlson. Thanks for listening to us, Mr. Chairman.
Mr. Cauthen. Thank you, very much, yes.

[The following questions were submitted to be answered for the
record:]
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Mr. Dickey: Given the limited amount of available funding and the certainty that

some programs will be funded and others will not, what criteria do you use to determine

which programs will receive funding and which will not? What do you believe our role

should be, in this Committee and Congress as a whole, to choose which programs to fund

and which programs to deny funding? Do you believe it is a proper role of government to

make these broadcast programming decisions? If so, why?

Mr. Carlson: CPB's Television and Radio Program Funds select programs for

funding through mechanisms that involve staff and peer review of proposals. Their

priorities for programs for the national public broadcasting schedule are determined

through the annual Statement of Programming Objectives and the Radio Program Fund's

priorities—both approved by the CPB Board. The Statement of Programming Objectives

is based on consultation with pubic broadcasting officials, essays expressing the opinions

of experts in the various areas treated in the Statement, and an evaluation of current pubic

opinion polls on cultural, social, and economic issues. The current Statement of

Programming Objectives and Radio Program Fund's priorities are attached.

The Television Program Fund is required by law to use, "to the extent

practicable," peer panels and outside evaluators in its decision-making process. Panels are

advisory, and final fianding decisions rest with the director of the Television Program

Fund, the senior vice president of programming, and the president of CPB, based on the

panels' recommendations. The Television Program Fund also adheres to the annual CPB
Board-approved Statement of Programming Objectives (SPO). This list of themes reflects

priorities of the American viewing public. PBS national programming officials also

incorporate the annual statement into their planning.

The mechanisms CPB uses to attract program ideas include content specific

solicitations that employ invitations for proposals sent to more than 7,000 independent

producers and 350 public television stations. CPB also conducts general program review

that involves formal staff evaluation of the large number of over-the-transom, or

unsolicited, proposals which arrive at the Fund. Additionally, the Television Program

Fund commissions production teams to research and develop ideas around a specific

priority for public broadcasting audiences. The CPB/PBS Challenge Fund also awards

grants, where CPB Television Program Fund staff first review all proposals, station and

independent producers fiarther evaluate and recommend finalists, and the director of the

Television Program Fund, consulting with the executive vice president of Programming

and Promotion at PBS, makes the final decisions on awarding grants.

The role of Congress and the committee is precluded from the decision-making

process for program funding by the legislation under which CPB is authorized. [Public

Telecommunications Act, Sec. 398 (c), which prohibits federal interference in or control

of program content].

Mr. Dickey: In what ways do you and the Corporation for Public Broadcasting

make programming decisions to ensure that only proper and decent programming is made



841

available to minors on public television and radio? How has this method changed over the

past year or two?

Mr. Carlson: In its panel and review processes, CPB draws upon child experts in

many fields in reaching decisions on children's program proposals. In addition, it is

standard operating and development procedure for the producers of programming for

minors to use child experts in the planning and review of television projects. CPB takes

into account the stature and input of these advisory professionals in its evaluation of

children's or educational projects

Otherwise, the Corporation, by law, does not control the scheduling or selection of

programs on public radio or television stations and therefore has no input into the program

offerings during various times of day. The manner of program decision-making within

CPB related to children's programs has not changed over the past year or two

Mr. Dickey: Does the Freedom of Information Act apply to the Corporation for

Public Broadcasting? If not, why not?

Mr. Carlson: As a private, nongovernmental corporation, CPB is not subject to

the Freedom of Information Act (FOIA) Congress specifically removed CPB, in 1974,

from a list of organizations to which FOIA would apply.

However, it has long been and remains CPB policy to follow the spirit of FOIA,

Under this policy, CPB will disclose any information in its file other than exempt

information of a nature consistent with the types of information which is statutorily

exempt under FOIA, and consistent with CPB's private status and program-related

activities covered by the First Amendment and the Public Broadcasting Act.

[Exempt information includes: proprietary commercial information of a privileged

or confidential nature; internal documents reflecting the deliberative process prior to the

formulation of a final policy or decision; internal working papers; confidential personal

information (such as a specific individual's salary, release of which would constitute an

invasion of personal privacy, except that the salaries of CPB officers are considered public

information); and other information which, if released, could impair the Corporation's

capacity to carry out its mandated responsibilities free from governmental direction,

supervision or control
]

Mr Dickey: Does CPB scrutinize the practices of public television and radio

stations that receive CPB money to ensure that federal tax dollars are segregated from

those dollars used to pay for lobbying and advertising? If not, why not?

Mr. Carlson: Stations are required to account to CPB for the use of CPB funds.

CPB recently reminded the stations that they may not use any federally appropriated funds

for any lobbying-type activities, and that they need to account for any such expenditures in



842

a way that would enable auditors to verify that no CPB funds have been used for such

purposes. CPB will monitor station compliance

Whereas stations are permitted to engage in lobbying activities so long as they do

not use federally appropriated funds, public radio and TV stations are prohibited from

advertising, under Section 399(b)(2) of the Communications Act of 1934, as amended.

Accordingly, CPB's Office of Inspector General audits stations to ensure that this

prohibition is not being violated if it receives any inquiry or allegation indicating that there

may be a problem.

Mr. Dickey: Are you certain no federal money was used to finance the recent

letter writing campaign by public television and radio stations? How do you come to your

conclusions?

Mr. Carlson; It is not possible for CPB to be absolutely certain about the activities

and expenditures of any station. However, we are talcing every step we can to ensure that

no federally appropriated funds are used by any station for letter writing campaigns or any

other activity that may constitute lobbying.

In addition to our recent reminder, all stations receiving community service grants

and other similar operational grants will be required to certify, in order to be eligible for

the next payment in March, that they will not use CPB funds for these prohibited

purposes. In addition, CPB will monitor station compliance to verify, among other things,

that the stations are not using CPB funds for lobbying.

Restricted CPB grants (e.g.. production funding grants) contain terms prohibiting

the use of such funds for any purpose other than the narrowly stated purpose of the grant,

and periodic audits ensure that there is no improper use. We are not aware of any case in

which an audit disclosed use of restricted grant funds for lobbying activities.

Mr. Dickey; What standards do you and CPB employees follow to ensure ethical

behavior? (Please supply a copy of any printed rules of conduct or policy directives.) Are

you held to the same ethical standards to which we hold commercial broadcasters? Has

any CPB employee, officer or director ever been disciplined for any breach of ethics rules?

If so, what were the circumstances?

Mr. Carlson; CPB Directors, officers, employees and personal services

contractors abide by a Statement of Ethical Conduct, a copy of which is attached. We do

not know to what ethical standards commercial broadcasters are held, but would be

surprised if our standards are not at least as strict.

CPB Personnel Policies (#107 and #402) (also attached) state that failure to

comply with the terms of the Statement of Ethical Conduct will lead to immediate

dismissal. To our knowledge, no one has ever had to be dismissed or otherwise

disciplined for failure to comply with the terms of this Statement There have, however,
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been instances in which employees had to be dismissed because of dehberate falsification

of written records or misuse of corporate funds or property. Such mstances are an

unfortunate part of any business from time to time. As would any responsible and well-

managed organization, CPB handles these situations quickly and thoroughly.
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REVITALIZING TEIE VISION:

DEVELOPING THE BEST IN PUBUC TELEVISION PROGRAMMING

The Corporation for Public Broadcasting's

1994 Statement of Programming Objectives

For Public Television

January 1994

INTRODUCTION

The Corporation for Public Broadcasting issues this 1994 Statement ofProgramming Objectives

as part of its ongoing efforts to revitalize the vision of outstanding public television

programming for the American people. The Statement renews and reaffirms the eight objectives

from the 1993 5fatcmff/if--education, health, culture, children, America's international roles,

government, history, and community. CPB strongly encourages producers to include these

themes as they develop the best b pubUc television programming during coming years.

Titled Revitalizing the Vision: Developing the Best in Public Television Programming this fourth annual

Statement highlights themes gleaned from a needs assessment that included responses from

pubUc television leaders and essays by experts in the various topic areas as well as an

evaluation of major national pubhc opinion polls on cultural, social, and economic issues. The

poll evaluation revealed that D of the L5 issues mentioned most frequently by the pubhc

during the past five years are addressed by five of the program objectives: education, health,

America's international roles, government, and community. The essays submitted by experts

in the topic areas serve as Appendix A to this document, and the national public opinion poll

data are in Appendix B.

In a 1990 report to Congress, CPB outlined a plan by which pubhc television could better

serve the American pubhc with outstanding national programming. That plan, titled Meeting the

Mission in a Changing Environment, was implemented m 1991 through an Agreement between CPB

and PBS. The Agreement calls for CPB to conduct an annual needs assessment to determine

programming themes that interest the public television audience, and the annual Statement of

Programming Objectives is based on that assessment. Under the Agreement, the PBS Chief
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Programming Executive shapes a program plan that responds to the needs identified in the

Statement ofProgramming Objectives.

The first set of programming objectives in 1991 drew largely upon consultation with opinion

leaders, the general public, and the public television community. In 1992, the same groups

recommended the addition of 'communit/ issues as an objective and the de-emphasis of the

'environment,' which was among the 1992 objectives. CPB concluded that the 'environment*

theme should be held at a maintenance level and renewed only if programming on that theme

decreased noticeably. This 1994 Statement does not eliminate any of the 1993 objectives but

refocuses and expands them to include new approaches and topics.

CPB's authorizing legislation for 1994-96, the PubUc Telecommunications Act of 1992,

reiterated that CPB develop "public telecommunications in which programs of high quaUty,

diversity, creativity, excellence, and innovation, which are obtained fi-om diverse sources, will

be made available to public telecommunications entities, with strict adherence to objectivity

and balance in all programs or series of programs of a controversial nature.' CPB expects PBS

to cooperate closely in accommodating the wishes of Congress as to 'strict adherence to

objectivity and balance in all programs or series of programs of a controversial nature.'

As an outgrowth and continuation of its predecessors, the 1994 Statement ofProgramming

Objectives continues to set forth the ways in which public television can explain, amplify, and

respond to the major issues in American society by developing the best in pubUc television

programming. The eight themes discussed here are a framework within which to fashion a

schedule that is second to none, where viewers find excellent programming that enlivens the

imagination, satisfies the curiosity, and sharpens the mind.
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1994 Prograimnmg Objectives for Public Television

EdDcadoD-Showing What Worls and Imolviiig B'myoBC

Public television's commitment to education is rooted in the first programs it aired. In

succeeding years, programs for classroom instruction and those like Sesame Street and Mr. Rogers'

Neiffiborhood for preschool-age children have earned many accolades. Between June 1988 and

June 1993, education was mentioned as the most important issue facing the country by some

Americans in 92 percent of major polls. Problems like illiteracy, scholastic standards, and

grade erosion—which received national coverage in public television programs—led the nation's

governors to set education goals for the country to reach by the year 2000. Today public

television is spearheading efforts that will help youngsters enter school ready to learn and

will train teachers how to use new technology, such as interactive video, to increase their

effectiveness in the classroom.

National programming about education can explain new trends-'Vhat works"-and explore the

methods, approaches, and successes of outstanding schools and teachers. These programs can

highlight ways of working with the disadvantaged, the physically handicapped, and the ill,

particularly those with AIDS. By avoiding prcdiaable stories about what is wrong with the

education system, producers can show how parents, single people, and the elderly can be

involved in the educational process.

Programming about education can highlight the classroom's impact in solving workforce

problems, such as job retraining, and emphasize the importance of education in the emerging

global economy. Producers can provide examples of dvic collaboration where citizens

volunteer to solve education problems in a community, with emphasis on such topics as

reducing illiteracy. Outreach projects can also be useful, especially as related to educational

use of primetime shows, with viewers' guides and supplementary reading materials.

In 69 percent of the major polls conducted in the past five years, health care received some

mention as the most important issue facing the country. Within that context, the introduction

of a new national health plan provides public television with a unique opportunity to present

programming that deals with implications of the plan that have no other spokespersons.

Public television is the public's natural representative, and it can ensure that the debate

includes all points of view. Programming can extend beyond news briefs and other public
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affairs efforts that generally present only highlights or predictable coverage dictated by daily

exchanges from Capitol Hill or the White House.

Over the next few years, programming can record the new health program's possibilities and

shortcomings. Producers can delve into how the new plan broadens the services of some who

lack them or face barriers to getting those services. They can show how those who have not

been able to pay for health care and health insurance will be able to do so. Programs can

feature the complex systems associated with poor health-preventable diseases, poverty,

personal behavior, or lack of exercise—and focus on the individual's responsibility for his or

her health.

A whole range of health-related topics can be given in-depth treatment, such as the value of

medical testing, the side effects of medication, the results of healthy living-wellness~as it

pertains to longevity, and the need to care for the growing elderly population.

The quality of public television's programming is the major factor Hictingiiiching it from

offerings on any other ^ddeo source. At the same time, public television is characterized by

its unique and outstanding contributions both to cultural programming and to the country's

multicultural milieu. In a pre-500 channel era, public television is challenged to continue this

achievement, on national and local levels, to satisfy an audience lured by the technologies of

cable, direct satellite, broadcast, and, eventually, telephone.

A wide range of programs can continue to feature good stories told in theater, dance, and

music, from many sources, including Hispanic, Asian, Native American, and African

American. Producers can provide both traditional and cutting edge productions in dance,

classical music, jaz2, and drama in high quality performances that can offset the appeal of

presentations carried by other media. It is important for public television to continue

developing programming that breaks new ground in content, theme, and style.

To respond to the observation that some public television progrcunming is too avant-garde,

programs can be produced to appeal to "common folks," using traditional themes, techniques,

and styles of presentation. By ensuring that performance programming is more accessible to

the general audience, such presentations will reach not only the 'converted' but the average

viewer. Going behind the scenes to meet the 'real person' who performs, for example,

provides a useful context for cultural programming in music, drama, and the arts.

Additionally, drama, theater, and art programs can be designed for special audiences like

children, young people, and young famiUes, providing a common ground for parents and their

offspring to enjoy this type of programming together.
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CSiDdrcB—Focnsmg on Values and FamDjr RelatioBshipE

The excellence of noncommercial, general programming for children and youth has been a

hallmark of public television for a quarter of a century. It has been applauded by many from

the President to parents and public school teachers for its educational, developmental, and

social influence on a generation of young people.

In recent years, public television has developed a block of children's programs, adding to its

schedule such outstanding offerings as LMmb Chop's Play Along Ghostwriter, and Where in the World Is

Carmen Sandiego? to complement the earlier mainstays. Sesame Street, Mr. Rogers' Neighborhood, and

Reading Rainbow. The Puzzle Factory, a half-hour, daily program for 2- to 8-year-olds, is scheduled

to premiere in early 1995. Public television can continue this record with programming that

encourages children to read and write and to understand the wonders of science. Through

afterschool dramas, it can reaffirm the whole range of basic values: honesty, fairness,

tolerance and appreciation of racial and ethnic diversity, and nonviolent solutions to

problems.

To maintain this record and continue its commitment, pubUc television can produce programs

that deal with children and their needs rather than simply targeting them as audience. Such

programming can inform parents about how to care for young children and can focus on

developmental and educational needs of preschool and pretecn viewers as well as meet the

social and educational needs of 12- to 17-year-olds. Preparing children to enter school ready

to learn is a key element in this kind of programming.

Programs can emphasize the need for more parental/guardian support of children and

complement family values training. By creating programming in various languages for

children and young people, public television can increase the audiences for these programs. It

can further stimulate interest m other languages among young people who will find a second

language useful as they mature in an increasingly global environment.

America's Intenutimul Role»-C3ariiying Camples Global Rclatiooships

Between June 1988 and June 1993, foreign affairs was considered the most important issue

facing the country by some of the American public in 78 percent of major polls. The trade

deficit was mentioned in 63 percent of major polls. Worldwide changes that dominate the

daily headUnes provide almost Umitless possibihties for programming that explores and

clarifies America's international roles. Though some believe that programming m this area

can be too poUtical, producers can examine in an even-handed way the complex issues of

global relationships.
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Programs can treat the potential for the United States to help shape global politics and

international development. Especially now, the volatility of an increasingly splintered

nationalism and the growing interdependence among nations arc areas that deserve treatment.

Guvmuncnt—UBdentan&y iVrMMMwy Difficulties and Definii^ F*hlr«l Vafaies

While much media coverage emphasizes the negative aspects of government and the downside

of the economic scene, there are possibiUties for exploring the flipside of these issues. By

investigating the ways government works as well as how it manages to correct problems Ukc

corruption and mismanagement that gain headlines, programming can deepen the public's

understanding of the branches of government and how they relate to the individual. The

theme of reinventing government featured in the Vice President's report issued in 1993 will be

useful as the basis for other progra

Sixty-6ve percent of the major polls conducted in the past five years show that some

Americans beUevc government to be the most important issue facing the country. Issues

related to the economy mentioned as the most important were the deficit (100 percent of the

major polls), unemployment (97 percent), the economy (95 percent), and inflation (65 percent).

Producers can explore ways to help viewers deal with difficult economic times with

programming targeted to those who are out of work and trying to make ends meet and to

parents trying to get their children through college, information and resources can be

provided to help viewers improve the quality of their lives. Programming about the successes

and failures of large and small businesses provides more perspective on how the nation is

dealing with the aftermath of the recession and the onset of new economic policies.

In a global context, programming can help Americans understand how their performance

standards measure up to those in industry in the rest of the world. To meet competition and

realize economic success, people in the U.S. will need to "Iwnchmark" their performance in

relation to the best performance abroad and then do what is necessary to meet that

competition.

Histoiy-Bmlding a Society and Giving Pcr^Kctivc

The historical character of the United States is revealed in many ways—its people, events,

values, and traditions. The timeline that marks the watershed events and highlights the names

that helped shape this country is a striking way to visualize the elements that have gone into

gaining the United States a place in world history.

PubUc television can meld these elements into fascinating and stirring programs about this
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nation's background and people. Such prognuns can make history live. They can provide

perspective and interpretation of the events and people «4io built this country and show how

the American people have adueved-or dissq»ted-(heir society. Producers can present the

stories of human struggles, failures, and triumphs through the many voices and cultures that

have taken part as eyewitnesses of the tragedies and victories in America's history.

Commnnity-IVonfng GtizEa ^^ewpont and O&Brii^ SnlntMiw^

This 'community' theme was added to the Statement of Programming Objectives in 1993 to

reflect increasing public concern about the issues of family breakdown, crime and the drug

problem, and poverty and homclessness. In the five-year period from June 1988 to June 1993,

98 percent of major polls showed that some Americans thought drugs were the top issue facing

the country. Other issues related to 'community' declared most important were morals/ethics

(94 percent of the major polls), homeless/poverty (89 percent), and crime (88 percent).

Already many television programs explore these problems and the extent to which they exist

in communities. But public television can expand the coverage of these topics by providing a

citizen's perspective on them and by emphasizing how to arrive at community solutions.

To provide citizens' perspective, producers can focus on how children grow up in a big dty,

using a cinema verite approach, or show how yoimgstcrs arc recruited into gangs. Public

television might also observe community programs that address issues of personal

responsibility, focusing as well on success stories about the moral choices of parents and

young children. The concept of discipline in the famUy and in society can also be developed

in this context.

Programming on the "community' theme can also emphasize citizen action and solutions~not

in a mere laundry list of concems-and present rural and suburban viewpobts. Ideally,

programming should be seen by those whose lives are affected by these tragic issues-the drug

users, homeless, and abused-if it is to have a true impact. Programming can help define what

government is doing to help solve the problems and can remind the American people that,

while government is not always going to be able to save them from these problems, other

areas, like education and religion, may help to find solutions. Grassroots and outreach

activities can supplement these programs and be adapted to various community situations.

CONCLUSION

These guidelines are just that—statements setting forth a suggested course of action in national

public television programming. They should not be taken as specific subjects for programs or

series but should be the basis for further study and development of ideas for projects that

inform, educate, and illuminate the viewing public
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Each objective embraces approaches that can yield an impressive array of programs. By usi

the objectives as a starting pomt for developing the best for the American viewer, public

television can retain-and polish-its reputation for having unique, quality programming that

distinguishes it from all other rhann^k on the national television schedule.
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Education

Diane Ravbch
Brookingi Institution

Education m the United States is afflicted with many problems, and there is great public

confu^on about vibat to do and how to help. Throu^ its programming, CPB could address some
of the underlying issues.

Let me suggest first what is probably not needed. We probably do not need more e:qposes to

tell us that there are problems with both our formal educational system and with the informal

education that is provided by family, community, church, and other institutions. At this point,

those who care about the problem know that it exists but need help in finding productive

responses.

The following represents my vision of ^«iiat is needed. We as a society need programs:

1. That show us 'vbat works.'

2. That help to heal the great racial and social di^ons in this country.

3. That provide inspiring models of civic collaboration to sohre problems.

4. That f-<t«hlU>i the importance of education in the new, emerging global economy and
that combat the anti-mtellectualism of American culture and American teenagers.

The first category, "what works," means programs about outstanding teachers like Jaime
Escalante and Marva Collins and eCTective schools like St Augustine's in the Bronx fwhich

teaches poor kids about disdpUne and effort throu^ the arts). Every school system has a roster

of hero teachers. Fmd them, celebrate their gift, help to make teaching an honored profession,

let people see gifted teachers at worL Fmd those soiools, public and private, that inspire

youngsters to reach beyond their grasp. Celebrate the schools that enable children to discover the

joy of learning, the schools where teachers turn history, science, math and poetry into adventures

the mind.

The second category is critical. Our society will be less able to solve our mutual problems

unless we recognize that we arc all in this together. Yet throughout our nation there arc bigots of

different races ¥*o foster suspicion and fear. Avoid the easy stereotypes; go beyond them to

discover the common ground that unites us as Americans. Help to heal this nation by showing us

the ways in which we are eauats, partners, fellows. A recent article in the New York Times Quoted

several teenagers who said uiat there is no such thing as American culture, and so they seek their

identity in the lands that their grandparents came from. How can this society work unless we all

feel a common stake? Develop programs that allow us to appreciate our shared fate.

The third category grows from the second. DeTo<)ueville commented upon the extraordinary

willingness of Americans to work in volunteer organizations. President Bush called for "a

thousand points of light." President Clinton has called for a national service program. Millions of

Americans regularly give of themselves in their communities. We are not a nation in which

people wait for the government to take care of everything; we pitch in, and the pitching in

brings people together. Show that side of the American spirit, not to disparage the role of

government, but to show the generous side of the American community. Give viewers the models

of community service, dvic d^otion, and imsnlfish giving that heal and build.

'RepioductMO of tay put of tbtt put>iiettMO •ttnbvtcd to Diaae Ravhdt. Bob Meyen, H<»i7 Lo^
Cooaey, LesterC Thurow, Jmes Q. WUtoo, or Bea Watteabeii without the wiinea petmiHica of CTB it prohibited.
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The fourth category is directed to our values. Many people have noted that intellect is

greatly needed in this soae^' but not greatly regarded. We all know the saying If you're so

smart, why ain't you rich?' Kids quickly recognize that getting smart is not cooL It is better to

be a good dresser, good-looking, and a good athlete tluua to be smart Many studies show that

smart kids run the risk of impopularity and that some Idds hide the fact that they brin^ books
home from school How will we ever change the achievement levels of our students if it is

considered disreputable to read or do homework or strive to learn more? We need programs that

demonstrate the accomplishments of men and women who use their minds welL If ever the day

comes that intellect is viewed as of equal importance to athletics or pop/rap/rock singers, our

schools will be places of delight.

Healthcare

Bob Meyers
Washington Journalism Center

The Clinton Administration's health care proposals wiU keep the subject in front of the

public for the next year and beyond. During that time there will be no shortage of commercial

stakeholders and ox-owners (as in, whose ox is being gored) ready lo comment on the

development of legislation and tell the pubUc what it needs, which not surprisingly will be the

subject the speaker is in the business of supplying.

What the public is going to need, I think, are simple, clear and thoughtful approaches to

the impUcations of the he^th care package that have no nattiral spokesmen. What society will

need is its own represenutive.

Supplying that is an appropriate job for public broadcasting.

Let me sketch out three areas where some good analysis and broadcast programs will be

needed in the months to come:

* The idea (not the reality) of getting less care

One of the vrays special interest groups will seek to protect themselves will be to say they

support the Clinton plan enthusiastically, but that there is just this one Uttle area which

threatens to deny coverage or treatment for affected groups, and so the whole plan has to be

scrapped. Change is aJways threatening, and denial of coverage equally so. No one wants to

receive less than he or she is receiving now, no one wants to see solutions placed out of reach.

What will be obfuscated is that we currently have de facto rationing in this country, enforced by

limitations in coverage, or lack of coverage entirely, etc Many of us will thus be threatened with

losing what we don't have. We need to be on guard against tids, and, if true, be vigilant in

showing how the Clinton plan would broaden a wide range of services for those who currently

don't have them, or face barriers to getting them today.

* The end <rf the magic bullet.

It is a hallmark of our technology-driven, cure-oriented society that every ailment has a

solution and all difficulties a prosthetic answer. This is the high-tech, John Wayne solution: "Hey,

podner, plug that bad guy wiui this magic bullet." In such a world, it is suggested, what we need

to do is m^e—or spend—enough money, and the technological intervention will be developed

which we will be able to affordTAll we need to do is find the ma^c bullet. Unfortunately, it

doesn't work that way. Most sodcty-wide problems aren't solved with waves of the hand,

injections, medicines, or simple and elegant interventions. Most things are a part of systems that

are complex. Magic bullets only address part of the problem-wiping out smallpox in India was a

wonderful intervention, but it aid not eradicate poverty, which is a constant faaor in many
other health problems. Thus, one of the best thmgs that could be done by pubUc television would

be an emphasis on the complex and messy systems that are associated with poor health and are

hard to fit into simple soundbite analysis-preventable diseases, poverty, personal behavior, lack

of exercise, etc
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* Taldiig increaaed penonal lesponsibQity for K^«ltti

Disbelieving in the magjc bullet theory docs not mean turning away from the modern
medical miracle stories that are often so genuinely uplifting, but it means entering a world
vt^ere those issues are not the only ones raised. That leads to an increased emphasis on taking
increased personal and social responsibility for our own healtL Tobacco use is seen by an
over^ehmng majority of Americans as a vile and dangerous personal habit; unfortunately, it is

not seen that way by many teenagers, especially girls, who view it as a cool habit rather than a
lethal one. Adults have their own habits, too, induding an avoidance of exercise by people who
whould rather rely on a magic bullet-style diet than doing something for themselves. It's just a
hunch, but I bet that the rest of the *90s will sec an emphasis on stress reduction as a factor m
improving health (the wildly popular Bill Moyers show on the mind had no small connection to

stress reduction and health; it may eventually be seen as a precipitating event in this issue). An
emphasis on personal control of one's life is a role for public television.

The wizards in pubUc television can 5gure out ways of making these ideas palatable to the
American public; these are a few ideas to start them on their way.

Culture of Pluralism

Henry Louis Gates Jr.

Harvard University

Once upon a time there were three networks, and, locally, three commercial channels; in

those days, the supplemental role of public broadcasting seemed dear. It would be responsive to

the interests of minority taste communities (those interested in fine arts, for example); it would
provide educational programming for children; it would be a forum for the sort of programming
that was commerdalJy inviable for the networks, and yet for which there was a demonstrable
need. But as we approach a cable-wired era of 500 channels, an era of niche-marketing run
amok, as it sometimes seems, what is the special brief of pubUc broadcasting?

Even today, such cable channels as Nickelodeon, the Disney Channel, the Discovery
Channel, CNN, C-Span, Bravo, and the Learning Channel, among others, seem, to varying

degrees, to encroach on the public broadcasting turf. Public television, once seemingly removed
from the crass constrjunts of the marketplace, now has competition. If public television has
demonstrated that its unique contribution to public culture in this country remains
undiminished, it is througn the quality of its programming, both national and local. And here

pubhc broadcasting has much of^wUch it can be proud. Its children's programming, despite

growing imitators, remains unequalled, as does the national programming assodated witn series

like American Playhouse, Masterpiece Theatre, Great Performances, and Frontline. Which isn't

even to mention successes such as The Civil War, and Eyes on the Prize; and the controversial but

extremely valuable programming presented in the P.O.V. series.

I say all this because it is all too easy, espedally for those with an only desultory

acquaintance with the subject, to scant the achievements and contributions of public

broadcasting; all too easy to take these contributions for granted. I find that it comes as a

surprise to many people to find that the work presented in the Great Performances series now
encompasses hip hop as well as traditional high art; that public broadcasting now runs the gamut
from Anna Devere Smith to Arthur Miller.

I believe, however, that much successful multicultural programmmg will continue to be

produced locally, and the ongoing support for such efforts by the CPB remains vital.

Programming by local stations-Boston's Say Brother, the Detroit Black Journal, etc.-makes sense because

local stations are best able to respond to the local interests and exigendes of their communities;

and public broadcasting at its best has always combined local efforts with national programming
resources.

Beyond the further underwriting of local cultural programming of this nature, the CPB
should consider an expansion in its adult education programming. In the last presidential

campaign, wz heard a great deal about *job retraining'; and public broadcasting can be a part of
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that mandate. In addition, public television will have to be alert to the e^nnding technologies
of interactivity that are currently in development at all the major media corporations, and tnat

may, a few years hence, change the nature of contemporary television.

But in updating cultural programming in an age of rtianging demographics, it is important
to avoid two fallacies that frequenU^ recur m the conversation about the public arts institutions.

These are the fallacies of cultural equity and of neutrality. Cultural equity, or cultural

democracy, contains the germ of a senable idea: ethnocentrism has frequently blinded us to the

merits of cultural work omerent from that which we arc accustomed to; il has lead us to exalt

the culture of a particular 'dominant* subculture as having universal validity and value. The
problem with the model of "equity," however, is that it presupposes some universal metric by
vAich we could evaluate all cultures and declare them 'equal" In fact, we must make judgmenu
of cultural worth; and to say that these judgments may be conditioned hv our own particular

background is not to lessen the necessity that we jud^, to allow us to shirk the hard work of
makmg discriminations. Quality is not a verity revealed to us by Plato, or God, but neither is it

decided by plebesdte. Thus, the PBS can (and does) enable the nresentation of much fresh, vital,

and engaging programming under the rubric of multiculturalism: out it should not be misled by
these desiderata to a notion that all cultures must be represented in accordance with

demography, as if to enact some imaginary parliament of cultures.

The issue of neutrality—known as "balandng" m the realm of the media, viewpoint or

content neutrality in the domara of law—is an even more vexed topic Again, it contains the germ
of a sensible idea. Public broadcasting's mandate requires that it not appear to be in the service

of a narrowly partisan vision; we expect, and receive, a plurality of perspectives. In recent years,

conservatives nave alleged that pubhc broadcasting in this country was dispropcrtionately hostile

to their interests-a cb^igt that closer inspection reveals to be greatly exaggerated. But the notion

that an achievement of perfect balance is desirable or possible is finally incoherent. It assumes
that there is a discemable 'middleground' around wfaioi the spectrum of plausible opinion can
array itself.

But, of course, choosing that center itself is a profoundly political aa. Radical media
critics like Noam Chomsky frequently allege that the American media frames debates in a way
that actually excludes more radical perspectives: so for example, the debate on a military

operation will be over tactics, while the underlying premise that the objectives themselves are

justified goes without scrutiny. On the other hancC no one but a moral cretin would insist that,

say, Hitler should get 'equal time' with one of his victims. So the problem with "neutrahty|' is

that, if we follow its logic to its conclusion, it turns out to be either unintelligible, implausible,

or vacuous.

Public television in this country has been bu£feted by social and political pressures from
across the spectrum: for that is the way with public institutions in a democracy. What is

remarkable, in fact, is the constancy with wblcb it has stayed its course, showing itself to be
responsive to new cultural constituencies without abandonuig older ones. By continuing to

promote diverse cultural perspectives without surrendering its critical faculties to the ignis fatuus

of "cultural equity" or of "neutrality," whether cultural or political, it will be better prepared to

secure its continued contributions to a national audience m a time of profound change.

Children

Joan Ganz Cooney
Ouldren's Television Workshop

Whenever I'm asked about the programming needs of America's children, my immediate
response is, these are needs without end. Only public television can help stem the general trend

downward that we see today m children's programming It is shocking to me that this trend is so

strong and visible when we are in the midst of a national crisis in education, when so many of

our children are in desperate need of significant educational help.

As an educator, television has crucial strengths: it is accessible, it is cost effective, and it

works. We know that carefully designed educational programming can help children learn—help

motivate them to read and wnte, for instance, or improve their undcrstanoing of geography, or

-n-
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help improve their mathematical problem-solviiig skills, or encourage them to get involved in

science-related activities, such as conducting experiments, after the set is turned off.

We know this kind of programming works because public television has always done it so
welL In my own field of educational programming, public television has been a pioneer since its

very beginnings. Recently, 1 read Quality Time?, we report of the Twentieth Century Fund Task
Force on Public Television, which hails public television's accomplishments in education and
calls for adequate federal funding for educational programming. I was delighted that the report
states in no uncertain terms: *Educational programmmg must be expanded and

However, just because we in public television succeeded so well in the 1970s and 1980s in

establishing a distinguished track record in children's educational programming, we cannot relax.

There is so much we could expand on-right now. Despite occasional blips on the screen—for
example, Saturday morning television network pogramming has become somewhat more
educational—the quality of children's programming is falling lower and lower.

This is particularly distressing because television is such an available and proven tool for

helping children learn wnerever they arc, both in and outside the classroom. Our children need
programming that educates them about the world they are entering. Television can introduce
them to ana make them passionate about the subjects they need to succeed. We can produce more
science programming We can use television to entice more children to read and write. We can
design after school dramas that teach them the importance of basic American values, such as
personal responsibility, honesty, justice, fairness, community and cooperation, reconciliation,

tolerance and appreciation of racial and ethnic diversity, nonviolent solutions to personal and
social differences.

Surely no one knows better than we in public television do how to give our children
programming that is rich in educational content. Rather than complaining about bad children's

programming—and there's plenty to complain about—let us work as hard and as imaginatively as
we can to put good television to work for our children's education.

Govemment/Eoonomy

Lester C. Thurow
Massachusetts Institute of TechnoloQi

From the perspective of a country that must Uve in a global economy, the American public

knows very little about the rest of the world. Most (eight out of nine) will never leave the

United States in their lifetime and the American news media systematically says almost nothing

about the factors that contribute to economic success in the rest of the world. Americans have to

get used to the idea that if they want to be economically successful in the century ahead, they

will have to be outward looking and willing to 'Iwnchmark' themselves relative to the best

performances found abroad. Americans don't have to organize themselves exactly as others do,

but they do have to meet the performance standards set by others.

All studies, for example, show that the performance of the American high school lags far

behind that found elsewhere in the industrial and increasingly, the developing world. Yet
surveys show the American parents to be far happier with the schools their children attend than

parents in countries such as Japan or Taiwan. Americans are happier because they compare
themseh^es with the past or wiUi their immediate neighbors (Massachusetts boasts that its schools

are better than those in New York> and don't know what the real world standards are. The
schools system is not going to get oetter as long as most parents are happy with what they have.

The Corporation for Public Broadcasting should focus its activities on helping the

American pubhc to be outward-looking and help it honestly benchmark itself vis-a-vis the rest of

the world. What should be done is the kind of thing that I did with 60 Minutes m a program that

aired in February 1993. In that program, we attempted to benchmark the United States vis-a-vis

Germany. We nrst visited Airbus Industries in Hamburg to look at the European strategy for

taking civilian aircraft manufacturing away from the United States. We then looked at how
world class infrastructure (riding the ICE uain) affects economic success. This was followed by
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a visit to the apprenticeship trainioK program at Daimler Benz in Stuttgart, an investigation of

value added taxes as a device for ducouraging consumption and encouraging investment, a visit

to a high wage garment factory that could export, and a visit to a high tech machine tool

company that had to simpIiiV as mnrhinrs to sell them to American companies since U^. workers
were not well-trained enough to use the German version. 60 Minutes condenses all of this into 20

minutes, but each of those could have been the subject of a separate program. One would of

course want to find some areas ii^iere the VS. leads as well as areas where it lags.

One might look at some of the US. business firms that have gone throu^ a benchmarking

exercise and how this is affecting what they do in the United States. Or one might look at how
a company such as Hewlett Packard acts very differently in its U.S. and its German factories (in

its German faaories, it provides a lot more training).

The bottom line imderstanding that has to be imparted to the American public is simple. If

you aren't willing to benchmark vis-a-vis the rest of the world and do whatever is necessary to

meet the performance standards found in the rest of the world, your real income will fall m the

21st century. Americans don't have to become Germans or Japanese (they couldn't even if they

wanted to), but they do have to match the competition by findmg something in American
history, tradition, or culture that allows them to perform at the same standards of excellence.

Community

James Q. Wilson
Univenity ofSouthern California

Americans are deeply concerned about weakened famiUes, poorly supervised children, high

levels of crime and drug abuse, and inner-dty poverty. Most people tend to view these problems

as moral and communal in nature. Our political leaders, by contrast, tend to describe them in

material and individualistic terms. As a result, the dialogue between rulers and the ruled is

disjointed, imcoimected, and friistrating. When people express their yearning for stronger

famiUes, a revival of public moraUty, and a greater sense of personal responsibility, public

officials respond by talking about welfare reform, tax incentives, job training, and prison

sentences. As a result, many Americans feel that they are being misunderstood or ignored.

Parents, in particular, often feel that they are parenting against the culture, or at least the

governmental version of that ctilture.

There are at least two reasons for this disjimction in our public discourse. The first is that

politicians have only a few, crude poUcy instruments with which to cope with communal
problems; feeling a poUtical necessity to do something, they are limited in what they can do. The

second reason is more subtle but perhaps more important: the Constitution called into being a

regime that is secular in orientation, limited in authority, and pluralist in operation; the

govemment, though it has changed greatly since the 18th century, has no tutelary functions and

copes only awkwardly with moral issues. America's uniqueness is reflected in the fact that here

it has chiefly been in the courts, our least democratic branch, that many of the great issues of

moral moment—slavery, segregation, pornography, abortion—have been settled.

The media have produced many stories about crime, violence, joblessness, and drug abuse;

we do not suffer from a lack of anention to these matters. What we lack is the citizen's

perspective on them. Let me sketch what I think such a perspective might include.

First, it would focus on how children grow up in the big dty. People beheve that children

suffer from parental neglect, excessive temptations, and dangerous neighborhoods. There is no

doubt some truth in these beUefs, but how warranted are they? Showing 'a day b the life of a

child," and using children from various backgrounds as exemplars, might help put these matters

in perspective. Pick a locale—say, a public-housing project or a neighborhood uiat is reasonably

mixed ethnically—and find out what proportion of children go home after school to two parents,

one parent, or no parent, and what alternatives there are (other relatives, neighbors, gangs) for

children without an intact family. Follow, cinema verite, a few such children.

A similar perspective might be taken on how boys are recruited into gangs. Some people
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think that gangs exist to deal drugs and fi^ battles, but I am not so certain. They may exist to
provide saKty for heightened boys living on streets where informal sodal controls have
collapsed or attachment for abandoned bays who lack a decent home. 'Joining a gang* might
e:q>lore the several routes and social meanings of gang affiHartnn

Another way mto the life of the child is to take advantage of the home visitation programs
that now exist in some states (Hawaii is frequently dted as a modeH. Home visitors (common at

the turn of the century and now being revived) ^o to homes to teacn parenting skills and advise
mothers of at-risk children. Following a home visitor on his or her (probably tier!^ rounds might
reveal the full range of problems, success stories, and failures to be round in troubled families.

Second, observe community programs that address issues of personal responsibility. Some of
these are church connected, some arc not; most are nongovernmental These include programs to
persuade men to agree in advance to care for any children they may father, to help drug addicts
to recover, and to teach children and their parents how to control tneir anger and improve their
ability to deal with others. There are various organizations that can identify good examples of
such efforts, though Aether on close inspection they are really successful remains to be seen.

Fmding any success stories (or the constructive lessons from well-intentioned failures) that
address the moral choices of parents and young children is especially important given the
relative lack of success of rehabilitative programs aimed at teenage delinquents or older
criminals. My view is that to help children one cannot start too early in Uieir lives and that

useful help is not aldn to a polio vaccine—you cannot be inoculated against problems, you can
only be taught how to cope with them.

This inquiry would make a special effort to identify church-related programs that seem
helpful Our government, for constitutional and political reasons, is hesitazU about becoming
entangled in church activities, yet churches have been the principal source of moral redemption
since the founding of the republic. The role of some churches in political advocacy and dvil

rights issues is a familiar feature of public television; the role of some of them in performing
their core task-moral reaffirmation and redemption-is less common.

My argument is not meant to deny the reahty of material problems or the want of real

opportunity; it is only intended to direct your attention to the otlur, larger, and less easily or
frequently portrayed aspect of community issues.

Community

Ben Wattenbcrg
American Enterprise Institute

My first thought is that you are right to stress the topic. Notwithstanding the 1992 election

campai^ what ails America is not the economy, stupid. With all the economic churning that's

been going on, America remains the most prosperous nation in history, with the highest standard
of living, doin^ very well compared to other industrial nations, and growing moderately. The
whole economic argument boils down to whether the richest nation in history will grow by
2 percent per year or 3 percent per year. Important, but not apocalyptic.

I am not one of those who believes that "America is in decline.' But-I hesitate to say it-I

do not know the future with absolute certain^. I will, however, bet on this: if America founders
it will founder on "community' issues and "values" issues, not on economics.

I think public television could play a leading role in focusing American thinlcing toward
these issues, and m a very particular way.

The ccmmunity issues that arc haunting us—crime, welfare, education, race relations,

poverty, homeicssness, to name a few—are generally presented as national problems, and with

potential government solutions. That, at the very least, is what is coming from the liberal side of

the political spectrum. The predicate behind such views is that America is at fault, that America
has created victims, and therefore that the American government must redress the grievances.

-15-
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But another view deserves to be surfaced, and seriously. Government may not be the

solution. In fact, it may be part of the problem.

Government, at one level or the other, dumbed down our educational system; it softened
our criminal code; it created a bizarre welfare system which encouraged the formation of

female-headed households with out-of-wedlodc cnildren, which yielded more people in poverty; it

changed the vagrancy laws, which encourased hcmelessaiess; it encouraged racial, ethnic and even
sexual separatism by stresang proportionausm, preference and sometimes quotas in hiring and
education. Not a great record.

There are two plausible responses to this situation. First is to change what government is

doing wrong. Then-Governor Clinton said it well, and endlessly, during the campaign: *No More
Something For Nothing.* We shaU see how well he delivers.

Second, is to remind the American people that their government is not likely to save them.

Maybe we ou^t to rethink John Kennedy's challenge: *Ask not what your country can do for

you, ask what you can do for your country.* The best advice today may be *Ask what you can do
for yourself.* Big Daddy Government is broke, and it hasn't done very well recently at helping

folks.

I attended a conference m Los Angeles recently, on "Reducing Poverty in America,* which
looked particularly closely at welfare. Liberals and Conservatives, blacks, whites and Hispanics,

despaired at the mess we've created. One theme surfaced from some surprising places: we'd better

look to religion for some solutions. That's a good idea. I haven't read Stephen Carter's new book
yet, only about it. But here is a black man, generally liberal, and a Yale law professor-making
the case that we'd better rethink v^t we thmk about religion. CPB could do a whole lot worse
than do a scries, with Carter, based on that thought.

There is a book about homelessness, Madness in the Streets, that shows how government got \

to ^ere we are today. It's worth a looL

I don't have anything so definite in mind for dealing with 'discipline,* and 'responsibility,'

but that is what we should be talking about in the 1990s. Ilie on-goir« celebration ot group

victimization is not helping anyone. People can help themselves best if they understand that

early, and surely.

The issue of welfare ought to be explored. As I have looked at it afresh recently, I have

come to the conclusion that it is not only costly-that's all right; we're a rich nation~but it is, by

now, downright counterproductive. The panoply of AFDC, Food Stamps, Medicaid, bousing

subsidies, etc, is encouraging a dependency class, usually female-headed, with little male support.

It is hur^ng the people it wants to help. Why not a senes on that?

This is controversial programming, designed to open us up to some new ways of looking al

things. But public broadcastmg rightly prides itself on rocking the boat.

-16-
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Public Opmion Poll Data on Major Issues

Research of the issues discussed in the Statement ofProgramming Objectives is reflected in the

summary tables and charts on the following pages. The data were collected by major public

opinion polls conducted between 1988 and the present
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Top Issue Mentions
Four major polls (1988 - 1993)

ABC News/ CBS News/
Washington Post New York Times LA Times

Deficit

Economy
Drugs
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Range of Issues of Major Public Concern
Percent of polls where issue was mentioned by at least 0.5% of sample public

(among 65 major polls taken between June 1988 and June 1993)

50% 1009c

Deficit
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Range of Issues of Major Public Concern

Terrorism
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STATEMENT OF ETHICAL CONDUCT

FOR

DIRECTORS, OFFICERS, EMPLOYEES,

AND PERSONAL SERVICES CONTRACTORS

OF THE

CORPORATION FOR PUBUC BROADCASTING

The District of Columbia Non-Profit Corporation Act and the F*ublic

Broadcasting Act of 1967, as amended, impress the directors, officers and employees

of the Corporation for Public Broadcasting with significant responsibilities for the

stewardship of corporate funds, property and interests. Personal services contractors

undertake special responsibilities within their contracts to the Corporation.

By acceptance of service with the Corporation, each director, officer, employee,

or personal services contractor acknowledges these responsibilities and agrees to

regulate his or her personal conduct in a manner that assures the Corporation, its

public and private sources of revenue, and his or her CPB colleagues and supervisors

of undivided loyalty to these responsibilities and uncompromised integrity in their

discharge.

By Resolution adopted August 24, 1979, the Board of Directors of the

Corporation has adopted this Statement of Ethical Conduct for Directors, Officers,

Employees, and Personal Services Contractors, to guide their conduct:

1. Each director, officer, and employee has a continuing obligation to protect and

conserve all corporate money, property, and other resources, expending them
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(in the best interests of the Corporation) strictly in accord with policies adopted

by the Board of Directors, and authorities and procedures duly established by

the Corporation.

Except by virtue of good reputation derived from service to the Corporation for

Public Broadcasting, no director, officer, employee, or personal services

contractor shall seek to use his or her relationship to the Corporation for his or

her personal benefit, or professional advancement.

No director, officer, employee, or personzd services contractor shall solicit or

accept, directly or indirectly, anything of substantial monetary value (including

any gift, gratuity, favor, entertainment, loan or any other consideration) from

any person, corporation, association, or other entity which has, or is seeking, a

contractual, donative, employment, financial or other beneficial relationship

with the Corporation for Public Broadcasting, which relationship may be

subsequently affected by that director's, officer's, employee's, or contractor's

performance of his or her duties to the Corporation.

Each director, officer, employee, and personal services contractor shall avoid

any conduct which might result in the loss of public confidence in the

responsible performance of the Corporation's functions, the impairment of

corporate efficiency or economy, or might reasonably give the appearance of:

(a) the extension of preferential treatment to any person, group,

organization, or other entity; or
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(b) the compromise or loss of complete impartiality ofjudgment and action;

or

(c) the making or implementation of a corporate decision outside of

standard corporate policies and procedures.

5. No director, officer, employee, or personal services contractor shall make use

of, or permit others to make use of, any information obtained as a result of his

or her relationship with the Corporation, which information is not generally

available to the public, whether for direct personal gain or for advice to others

with whom he or she has family, business, financial, or professional ties.

6. Each director has a continuing fiduciary duty of loyalty and care in the

management of fiscal and investment affairs, and acts in violation of that duty

if:

(a) he or she fails, especially if assigned to a particular committee of the

Board having stated financial or investment responsibilities under the

by-laws of the Corporation, to use diligence in supervising and

periodically inquiring into the actions of those officers, employees, and

outside experts to whom cmy duty to make day-to-day financial or

investment decisions has been assigned or delegated; or

(b) he or she knowingly permits the Corporation to enter into a business

transaction with himself or herself, or with any corporation, partnership

or association, in which he or she holds a position as trustee, director,

partner, general manager, principal officer or substantial shareholder,

without previously having informed all persons charged with approving
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that transaction of his or her interest or position and of any significant

facts known to him or her indicating that the transaction might not be in

the best interest of the Corporation; or

(c) he or she fails to perform his or her duties honestly, in good faith and

with reasonable diligence and care.

7. No officer of the Corporation, other than the Chairman and any Vice

Chairman, shall receive any salary or other compensation from any source

other than the Corporation during the period of his or her employment by the

Corporation.

8. No officer or employee may:

(a) have direct or indirect financial interests, or engage in any outside

employment or activities, which conflict substantially, or have the

appearance of conflicting substantially, with his or her corporate

responsibilities and duties; or

(b) engage, directly or indirectly, in financial, business, trade or

professional transactions as a result of, or in primary reliance upon,

information obtained through his or her employment, or the discharge

of his or her corporate responsibilities.

9. While it is recognized that directors appointed to the Board of the

Corporation for P^iblic Broadcasting are to be representative of such fields as

education, cultural and civic affairs and the arts (including radio and

television), no director may knowingly:
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(a) have a direct or indirect financial interest, or engage in any outside

employment or activities, which conflict substantially, or have the

appearance of conflicting substantially, with his or her corporate

responsibiUties or duties, without ~

(1) previously having informed the Board of Directors of his or her

interest or position which would be affected by a matter under

consideration by the Board;

(2) previously having informed the Board of Directors of any

significant facts known to him or her indicating that a

transaction to be approved or policy to be adopted by the Board

may not be in the best interest of the Corporation; and

(3) disqualifying himself or herself from a vote affecting his or her

interest or position if the Board of Directors determines that a

substantial conflict exists.

(b) engage, directly or indirectly, in financial, business, trade or

professional transactions as a result of, or in primary reliance upon,

information obtained through his or her employment, or the discharge

of his or her corporate responsibilities.

10. The agenda for every meeting of the CPB Board of Directors will include,

immediately after the approval of the agenda, an item entitled Invitation to

Disclose Possible Conflicts of Interest." This agenda item will consist of the

Chairman's oral invitation to Board members to disclose any conflicts of

interest they believe they or other Board members may have concerning any

items on the agenda. Upon the disclosure by any Board member of any such
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potential conflict of interest, the Board shall satisfy itself that no Board

member will take any action during the deliberations of the meeting that

would give the appearance of a conflict of interest, and, if necessary, will

recuse himself or herself from the discussion and vote on the item in question.

1 1. Each officer of the Corporation (other than the Chairman and any Vice

Chairman), employee, or personal services contractor shall file with the

General Counsel, and promptly and continuously update, a written disclosure

of: any outside employment or appUcation for employment with or in, or

membership with or in, or participation in the affairs of, any person,

corporation, group or association, or other entity which has, or is seeking, a

contractual, donative, employment, business, financial, or other beneficial

relationship, which may be substantially affected by that officer's or

employee's performance of his or her duties to the Corporation.

12. The conduct or interests of individual officers (other than the Chairman or

any Vice Chairman), employees, or personal services contractors may be

further or otherwise reasonably restricted in light of special circumstances,

duties, or responsibilities. Such restrictions shall be transmitted to the

individual in writing by the President upon recommendation of the General

Counsel and shall be subject to review by the Board or a conunittee of the

Board, upon written application of the individual.

May 17, 1988
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Excerpted from Personnel Policy
#107

A. Immediate Dismissal : Examples of conduct that will

lead to immediate dismissal include, but are not

limited to:

(1) Threatening or committing violent acts against

CPB staff, officers, security guards, guests or

property, whether or not the employee is engaged

in work-related activities or on CPB premises.

(2) Gross insubordination: Open, flagrant or abusive

disregard for the authority of the employee's

supervisor or other superior.

(3) Deliberate falsification of any written records,

including but not limited to official

documentation

.

(4) Disruption of the working environment to the

extent that one or more other employees are

impeded or prevented from carrying out their

assigned duties.

(5) Failure to maintain the confidentiality of

sensitive or proprietary information, including

but not limited to financial data, competitive

proposals and personnel records.
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(6) Misuse of corporate funds or property.

(7) Failure to comply with the Terms of the Statemen

of Ethical Conduct (see Policy Number 402,

Statement of Ethical Conduct)

.

(8) The possession, use, or dispensing of illegal

drugs while on CPB premises.

B. Review of Dismissal Decision: An employee dismissed

under this section may request in writing that the

President review the dismissal decision. The request

for review must include the employee's reasons for

believing he or she should not be dismissed and copie

of any memos or other documents directly related to

the dismissal decision. Lost wages and benefits will

be restored if the decision is reversed. An employee

who is dismissed, or is permitted at the Corporation';

sole discretion to resign, under this section is not

entitled to severance pay
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ETHICAL CONDDCT Policy Number

402

It is the policy of the Corporation to require all new

employees to agree, in writing, to the terms and conditions

of CPB's Statement of Ethical Conduct for Directors,

Officers, Employees, and Personal Services Contractors and to

comply with that Statement at all times.

PROCEDURES

1. Consequence of Failure to Comply : Failure to comply

with any of the terms of the Statement of Ethical

Conduct, including failure to disclose outside

employment, can be grounds for dismissal.
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National Radio Program
Production Fund

1995 Request for Proposals

July 1994

Purpose, Priorities, and Preferences

The Corporation for Public Broadcasting (CPB) has available a fund of up to $4.9 million to

support national radio program production in 1995.

The purpose is to fund production of programs of high quality, diversity, excellence, and
innovation obtained from diverse sources, with strict adherence to objectivity and balance in

programming of a controversial nature.

Priorities are for projects that

• increase and/or diversify public radio's audience;

• yield quality programming that is illuminating and inspiring as well as appealing; and

• seek programmatic innovation.

Projects meeting the first—and most important—priority will hold the prospect of emerging as

major new services or series or will be original and compelling projects of national significance

but more limited in scope. Regardless, funded projects will reflect the diversity and complexity
of life, culture, and society, including the unknown or underrepresented comers of life.

Projects meeting the second priority will present artistic and cultural work of the highest quality,

provide programming alternatives to those that are available from other media, or improve the

overall quality of national programming.

Projects meeting the innovation priority will seek innovation in content and approach.

CPB expects to fund national projects by or about

racial and ethnic minorities and projects produced
by independent producers.

CPB anticipates that all selected projects will be
consistent with the Radio Fund's purpose and
priorities. While they may not apply to each
funded project, CPB also hd& preferences for

• proposals providing evidence that part of the

total project costs of major projects will be
available from sources other than CPB, and

• programming ideas that have the potential to enable stations and producers to create new uses

for their programs that extend the original (and primary) public radio purpose and thereby
increase the project's public service opportunity.

For more information on the latter preference, see Attachment E.

Deadline

Complete Project and Budget Summary Application Forms (Preliminary Proposal—Tier One as

set forth in Attachment A) must be received by the Director, Radio Program Fund, CPB, 901 E
Street N.W., Washington, D.C. 20004-2037, by the close of business (5:00 p.m., ET)
Tuesday, Sept. 13, 1994.

Over the Radio Fund's history, projects by or about

racial and ethnic minorities and projects produced by

independent producers have received more than

74 percent of radio production awards made by CPB.

more than 56 percent offunds disbursed by CPB, and

have yielded about 72 percent of all of the original

hours directlyfunded by CPB (or 41 percent of all

original hours if the AIROS and Satelite projects are

excluded).

Corporation for Public Broaextasting Radio Program Fund
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Mr. Porter. I would ask our Members to come forward and take
their places at the table. We will take two at a time, beginning
with Mr. Rohrabacher and Mr. Boehlert. As Members are under
time constraints, we will take additional Members as they arrive.

And, Dana, we will start with you.

Thursday, January 19, 1995.

WITNESS

HON. DANA ROHRABACHER, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF CALIFORNIA

Mr. Rohrabacher. Mr. Chairman, Members of the subcommit-
tee, thank you for allowing me to testify today.

The citizens of this country sent a strong message to us on No-
vember 8 to cut both the size and the scope of the Federal Govern-
ment. If they were serious about reducing the dangerously high
level of deficit spending, we must have the courage to cut from the
Federal budget anything that is not absolutely necessary for the
Federal Government to do. The Corporation for Public Broadcast-
ing is one such unnecessary program. Nice, yes. Thought provok-
ing, yes. Essential, no. Absolutely necessary, absolutely not.

The Corporation for Public Broadcasting assumed $319 million of

Federal money in fiscal year 1993; $13 million alone was spent for

administrative costs. Liberals argue that the Corporation for Public
Broadcasting benefits the poor and underprivileged. That is true to

a small degree, but by and large the Corporation for Public Broad-
casting is a subsidy for America's affluent, allowing them to view
their favorite opera, ballet, or hear a trendy politically correct com-
mentator.
American taxpayers can no longer be asked to subsidize enter-

tainment and information which is already available without tax-

payers' dollars. It is said that programs such as Sesame Street and
Barney will be eliminated. You and I both know, we all know, that
is not true. The company which produces Sesame Street generates
almost $1 billion a year in merchandising and other revenue. It has
a stock and bond portfolio of $58 million. Barney grosses $500 mil-

lion in merchandising and nets some $50 million annually. In fact,

Forbes lists this singing dinosaur as the third richest entertainer
in America. Now, given their popularity, we have to believe that
the bidding over these programs will be fast and furious in the pri-

vate sector.

Mr. Chairman, I am not here today to suggest that these govern-
ment-sponsored programs are not entertaining and are not edu-
cational. Clearly, much of what the Public Broadcasting does is

worthwhile and I will say that Dick Carlson, who heads up the
Corporation for Public Broadcasting, has done a good job. I am not
here to complain about that.

But in an age when American viewers are faced with a barrage
of news and entertainment from literally thousands of different

sources, a government-run Corporation for Public Broadcasting is

totally unnecessary. Most of these stations are financially viable, or
they could be with a little bit of an extra fund-raising effort. In
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fact, Federal funding only makes up about 20 percent of public
broadcasting's income for fiscal year 1993.

Contrary to what many of you believe or some may have said,

taking the Federal funds out of this picture would not cause most
of these stations to shut down, unless, of course, their product is

totally out of sync with the tastes and the values and the desires
of the American people who they are supposed to serve. It is very
reasonable to suggest that contributions may turnaround many
public broadcasting stations and they could be actually turned into

nonprofit privately funded enterprises and perhaps they could even
become commercially based—oops, I said that horrible word, a com-
mercial, what a horrible word—that they could even be turned into
commercial providers of education and cultural programs.

I am doing my part, for example, to help out an NPR radio sta-

tion in my area, KCRW, in Santa Monica, by taping a pitch for a
subscription drive to KCRW. I am doing my part. That is what I

am doing, and I think, as we would reduce funding or eliminate
funding for the Corporation for Public Broadcasting, more people
would step up, if indeed the programming is the quality program-
ming that we have heard about.

In conclusion, if we cut out unnecessary spending, like the Cor-
poration for Public Broadcasting, we are keeping faith with our
people. How can we cut out more essential programs? How can we
make cuts in things where people's lives are depending on it if we
do not have the guts enough to cut out and zero out unnecessary
spending like the Corporation for Public Broadcasting? We have
plenty of other alternative means to have entertainment and infor-

mation in this society.

Finally, the naysayers notwithstanding, the positive parts of the
Corporation for Public Broadcasting will survive in the private sec-

tor without government subsidies. The bottom line is we can make
Barney and Big Bird taxpayer friendly by transforming them from
government bureaucrats into free market entrepreneurs.
Mr. Porter. Thank you, Mr. Rohrabacher.

Thursday, January 19, 1995.

WITNESS

HON. SHERWOOD L. BOEHLERT, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEW YORK

Mr. Porter. Sherry Boehlert of New York.
Mr. Boehlert. Thank you, Mr. Chairman and members of the

committee. I come before you today as an unabashed supporter and
fan of public broadcasting. I listen to Morning Edition, I watch
MacNeil/Lehrer, and somewhat of what I know about history and
science and the arts, not to mention baseball, I have learned from
PBS programming. And, most importantly, my grandsons watch
Sesame Street.

Yet, I grew up in a working class family. I almost did not attend
college, and I never attended an elite one, and I vote Republican.
Some of public broadcasting's critics would have you believe people
like me do not exist; that I can only be conjured up by some demo-
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graphic sleight of hand, but here I am, a Republican, supporting
public broadcasting.

I mention all this because I fear that too much of the debate over
public broadcasting revolves around the theory rather than facts,

around caricature rather than credible description.

Let us take, for example, the notion that the rise of cable tele-

vision has made public broadcasting obsolete. First, this line of rea-

soning is irrelevant to the debate over public radio, but the state

of radio broadcasting is instructive. The proliferation of radio sta-

tions has hardly blessed us with a dial brimming with in-depth
news and information, intelligent cultural programming, and
thoughtful discussion. Instead, commercial imperatives have large-

ly produced a series of sound-alike stations, a repetitious stream of

news bulletins, and an AM band that has come to sound like one,
day-long screech.

Perhaps cable TVs bright promise of 500 stations will produce
something different, but the jury is still out. The cable industry is

young and ownership is in the process of consolidating.

I am old enough to remember in the 1950s when broadcast tele-

vision was paled as the Nation's salvation, offering endless edu-
cational and entertainment possibilities, possibilities that did not
seem outlandish in the medium's golden age.

And yet by the early 1960s, Newton Minow famously surveyed
the broadcasting landscape and saw nothing but a vast wasteland.
It seems a little early to conclude that cable will produce more than
a still vaster one. The promise of cable remains theoretical. Today
much of the best on cable was originally produced for PBS.
And as I am sure many people will mention here today, cable TV

does not reach about a third of the Nation's homes, and specialty
channels reach even fewer. It strikes me as a bit odd at a time
when we are concerned about universal access to the Internet and
laptop computers, to an array of educational technologies, it strikes

me as odd to be talking about eliminating access to the one edu-
cational technology that is available to just about everyone from
coast to coast already.
And it is a technology that the general public, voting with its re-

mote controls, does take advantage of. And I would add public

broadcasting is a resource the public needs now more than ever. As
the commercial media becomes ever more competitive, they reach
reflexively for the lowest common denominator a flashy, empty pro-

gramming, often laden with excessive violence and unnecessary
sex.

Is it in the public interest that alternatives be offered that the
market is slow to provide? And I say yes. The Federal funding in

public broadcasting is minimal and I see no reason why we should
poor mouth our way into an impoverished culture. Twenty-nine
cents per American for national public radio; 80 cents per Amer-
ican for public television.

Let me add that I think conservatives have little to fear from the
content of public broadcasting. As the vast liberal conspiracy that
is public broadcasting beamed its wares, the American public some-
how managed to elect the most conservative Congress in at least

60 years. With two more years of such an effective conspiracy in
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place, we Republicans should easily be able to recapture the White
House.

In all seriousness, Mr. Chairman, let me reiterate my unwaver-
ing support for public broadcasting. It is not a plaything for the
rich or the elite, it is not outmoded, it does not survive solely be-

cause of government largess.

Public broadcasting survives and needs to survive to meet real

legitimate unmet public needs. Just as the government removes
some land from the real estate market because the civilization

needs parks, the government needs to take some frequencies out of

the broadcasting spectrum so that the public can have free space
to play, to learn, and think in ways the market cannot be expected
to provide.
And, finally, I listened attentively to some of the comments of

those who might suggest that public broadcasting is attractive only
in the major metropolitan areas of the country. Let me tell you that
the people in Binghamton, New York, and Syracuse, New York,
and Utica, New York, and Schenectady, New York, and places like

New Berlin and Old Forge think it is very, very special to them,
and I hope it will prove to be very special to this Congress and it

will continue funding.
Mr. Porter. Thank you, Mr. Boehlert and Mr. Rohrabacher.
[The prepared statement of Honorable Sherwood Boehlert fol-

lows:]
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Testimony of Congressman Sherwood Boehlert
Appropriations Subcommittee on Labor-HHS-Education

2358 Rayburn House Office Building
Thursday, January 19, 1995

Mr. Chairman:

Thank you for giving me the opportunity to testify.

I come before you today as an unabashed fan of public

broadcasting: I listen to "Morning Edition" on the way

to work; I watch "Macneil-Lehrer" to catch up on the news

in the evening; some of what I know about history and

science and the arts, not to mention baseball, I have

learned from PBS programming; and, most importantly, my

grandson watches "Sesame Street."

And yet I grew up in a working class family, I

almost did not attend college — and I never attended an

elite one — and I vote Republican. Some of public

broadcasting's critics would have you believe that people

like me do not exist, that I could only be conjured by

some demographic sleight-of-hand, but here I am.

I mention all this because I fear that too much of

the debate over public broadcasting revolves around

theory rather than fact, around caricature rather than

credible description.

Let's take, for example, the notion that the rise of

cable television has made public broadcasting obsolete.

First, this line of reasoning is irrelevant to the

debate over public radio, but the state of radio

broadcasting is instructive. The proliferation of radio

stations has hardly blessed us with a dial brimming with
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in-depth news and information, intelligent cultural

programming and thoughtful discussion. Instead,

commercial imperatives have largely produced a series of

sound-alike stations, a repetitious stream of news

bulletins, and an AM band that has come to sound like

one, day-long screech.

Perhaps cable TV's bright promise of 500 stations

will produce something different, but the jury is still

out. The cable industry is young, and ownership is in

the process of consolidating.

I am old enough to remember, in the 1950s, when

broadcast television was hailed as the nation's

salvation, offering endless educational and entertainment

possibilities — possibilities that did not seem

outlandish in the medium's "golden age."

And yet, by the early 1960s, Newton B. Minow

famously surveyed the broadcasting landscape and saw

nothing but "a vast wasteland." It seems a little early

to conclude that cable will produce more than a still

vaster one. The promise of cable remains theoretical;

today much of the best on cable was originally produced

for PBS.

And, as I'm sure many people will mention today,

cable TV does not reach about one-third of the nation's

homes; specialty channels reach even fewer. It strikes

me as a bit odd, at a time when we are concerned about

universal access to the Internet, to laptop computers, to
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an array of educational technologies, to be talking about

eliminating access to the one educational technology that

is available to everyone already.

And it is a technology that the general public,

voting with its remote controls, does take advantage of.

And, I would add, public broadcasting is a resource the

public needs more than ever. As the commercial media

become ever more competitive, they reach reflexively for

the lowest common denominator of flashy, empty

programming, often laden with violence and sex.

It is in the public interest that alternatives be

offered that the market is slow to provide. The federal

funding in public broadcasting is minimal, and I see. no

reason we should "poor mouth" our way into an

impoverished culture.

Let me add that I think conservatives have little to

fear from the content of public broadcasting. As the

vast liberal conspiracy that is public broadcasting

beamed its wares, the American public somehow managed to

elect the most conservative Congress in at least 60

years. With two more years of such an effective

conspiracy in place, we Republicans should easily be able

to recapture the White House.

In all seriousness, Mr. Chairman, let me reiterate

my unswerving support for public broadcasting. It is not

a plaything for the rich or the elite; it is not

outmoded; it does not survive solely because of
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goverruoent largess.

Public broadcasting survives, and needs to survive

to meet real, legitimate, unmet public needs. Just as

the government removes some land from the real estate

market because a civilization needs parks; the government

needs to take some frequencies out of the broadcasting

spectrum, so that the public can have free space to play,

learn and think in ways the market cannot be expected to

provide. Thank you.
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Mr. Porter. I would advise the Members that we are expecting,

momentarily at least, two Members of Congress, and perhaps if

anyone would like to ask a question or make a statement at this

point in time—Mr. Hefley is here now. All right, we are fine.

Thank you gentlemen,
Mr. ROHRABACHER. Thank you very much,
Mr. BOEHLERT. Thank you.

Thursday, January 19, 1995,

WITNESS

HON. JOEL HEFLEY, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF COLORADO

Mr. Porter. We are pleased to welcome our colleague, Joel
Hefley of Colorado. Mr. Hefley.

Mr. Hefley. Mr. Chairman, I hope I have not held you up. I was
tied up on the Floor and I apologize for that. I appreciate the op-

portunity to testify before the subcommittee.
For the past two years and the way I got into this whole thing

with public broadcasting had to do with the Pacifica network,
which is funded through Public Broadcasting, and I have offered

amendments on the Floor to cut out the amount of money nec-

essary to fund the Pacifica network. This is roughly $1 million a
year. It is what they receive each year. I offer this amendment
every year because I believe the Federal Government should quit
funding this sensationalist hate programming that Pacifica is

known for.

Let me describe a few of the broadcasts included in the taxpayer-
funded subsidized Pacifica. One of the quotes from one of the pro-

grams: General Mohammed Aidid, whose actions are to blame for

the deaths of our American soldiers, soldiers who were in Somalia
to help the people of that country survive, General Aidid was
praised on the air in words of this broadcaster: "Aidid is the person
who the major media in the country continues to call a warlord in

Mogadishu, but he is the brother whose forces put a whipping on
the best United States forces that they have been able to put on
the battlefield. We have General Aidid to thank for that." That was
August 17, 1984. That is right after, remember, 18 of our people
were killed in Somalia. They are praising Aidid for that action.

Previous broadcasts have included some of the following:

Jewish doctors are injecting black babies with the AIDS virus.

There is a plot out to genetically annihilate the black race.

The U.S. Government funded a 40-year experiment with S5rphilis

on the entire black population.
A recent measles epidemic was a genocidal plot by whites against

the black community.
The white Jewish population in America is establishing the im-

poverishment of black people.

All of this was brought to you with the help of Federal subsidies.

In response to my amendment, which was agreed to on the Floor
of the House but reinstated in the Senate committee, the Denver
Regional Director of the Anti-Defamation League states, *The mes-
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sage should be clear that you will not tolerate such hate speech
supported by public funds."

A member of the CPB's own board also wrote to mfe, saying, "As
the lone member of the CPB board to speak out against the fund-
ing of hate programming in public broadcasting thank you for

alerting both your colleagues and the public in this matter."
Mr. Chairman, no taxpayer should be forced to pay for sensa-

tionalist filth that continues to be aired on Pacifica, the network
which stages fake program cancellations to keep Congress at bay
and then continues to broadcast the same filth and the same pro-

grams with different names. But Pacifica aside, I am here today to

testify that the CPB should no longer receive funding from the Fed-
eral Government.
For all of the trash that is broadcast on Pacifica there are also

many good programs—the Civil War, Masterpiece Theater. We
know that the public broadcasting is certainly not all bad by any
means.

I have no reason to believe that discontinuing the Federal sub-
sidy, which only accounts for about 14 percent of their budget, will

cause these quality programs to shrivel up and die. Today, when
the cable industry is expanding to make literally hundreds of cable

channels available for Americans, there is a demand for quality

programming—in fact, a thirst for quality programming across the
spectrum.
The Federal Government set up the CPB in 1967, when the three

major networks had a monopoly on national programming in this

country, to "include all that which is of human interest and impor-
tance"—this is a quote—to "include all that which is of human in-

terest and importance which is not at the moment appropriate or
available for support by advertising."

As we all know, today the CPB has enlisted the help of corpora-

tions like Mobile who underwrite programs and advertise this fact

for all to see. Today, the CPB reaches 98 percent of the people in

this Nation with only 14 percent of its funding coming from the
Federal Government. With figures like these, who can argue that
the CPB has not met the goals outlined in 1967 and much more?
Sesame Street alone generates almost $1 billion in sales annu-

ally. Suffice to say that privatization of the CPB will not cause Ses-
ame Street to shrivel up and die. On the contrary, I believe the
Corporation for Public Broadcasting will thrive under its own aus-
pices.

Unfortunately, privatization will not cause the racism and anti-

Semitism of stations like Pacifica to shrivel up and die either, prob-

ably because somehow racism seems to sell, as an increase in pri-

vate contributions to Pacifica prove. But the CPB is supposed to

exist in order to give people a choice. By providing Federal funding
for stations like Pacifica to thrive, thereby forcing the American
taxpayer to subsidize hate programming, the CPB is taking that
choice away from the American people.

Freeing the CPB from the strains of Federal funding will bring
back choice to the American people. This is what CPB should be
all about.
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The CPB has already met and exceeded the goals set for it 28
years ago at its inception. Today, the CPB is able to thrive on its

own two feet. It is time for us to let it do so.

I guess I would say, Mr. Chairman, when it comes to this, that
the Corporation for Public Broadcasting, in many respects

—

Pacifica and things like that aside—in many respects is a nice
want to, that a lot of us might want to provide funding for CPB,
but it is not a have to.

And given the austerity approach, given the idea that we might
actually get to a balanced budget by the year 2002, these want tos
that are not have tos, I am afraid, we are not going to be able to

continue putting money into.

Thank you, Mr. Chairman and committee.
Mr. Porter. Thank you, Mr. Hefley.
[The prepared statement of Honorable Joel Hefley follows:]
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CORPORATION FOR PUBLIC BROADCASTING TESTIMONY
Congressman Joel Hefley (R-CO)

Committee on Appropriations

Subcommittee on Labor- Health and Human Services -Education

Thursday, January 19, 1995

MR. CHAIRMAN"

I appreciate the opportunity to testify before the subcommittee.

For the past two years, I have offered amendments to the Labor/HHS/Education

appropriations bills to increase the Corporation for Public Broadcasting recission by $1 million.

This is roughly the amount that the Pacifica radio network receives yearly from the CPB. I offer

this amendment every year because I believe the federal government should quit funding the

sensationalist hate programming that Pacifica is known for. Let me describe a few of the

broadcasts included on taxpayer-subsidized Pacifica.

General Mohammad Aidid, whose actions are to blame for the deaths of our American

soldiers — soldiers who were in Somalia to help the people of that country survive — was praised

on the air (Ron Wilkins). In the words of this broadcaster:

"(Aidid). ..is the (person who) the major media in this country continues

to call a warlord, in...Mogadishu. But he's the brother whose forces...put a whipping

on the best United States forces that they've been able to put on a battlefied...We've

got General Aidid to thank for that..." (August 17, 1994)

Previous broadcasts have included some of the following:

*Jewish doctors are injecting black babies with the AIDS virus (Steve Cokley);

*There is a plot to "genetically annihilate" the black race (Jeffries);
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*The U.S. government funded a 40-year experiment with syphilis on the entire Black

population (Kwaku Person-Lynn);

*A recent measles epidemic was a "genocidal plot" by whites against the black community
(Steve Cokley);

*The white Jewish population in America is "establishing the impovershment of Black

people" (Jeffries).

All of this was brought to you with the help of federal subsidies!

In response to my amendment, which was agreed to on the floor of the House but

reinstated in Senate committee, the Denver Regional Director of the Anti-Defamation League

states, "the message should be clear that you will not tolerate such hate speech supported by

public funds."

A member of the CPB's own board also wrote to me, saying, "As the lone member of the

CPB board to speak out against the funding of hate programming in public broadcasting, (thank

you for) alerting both your colleagues and the public on this matter." (Vic Gold).

Mr. Chairman, no taxpayer should be forced to pay for the sensationalist filth that

continues to be aired on Pacifica, the network who stages fake program cancellations to keep

Congress at bay ~ then continues to broadcast this same filth on the same programs with different

names. But Pacifica aside, I am here today to testify that the CPB should no longer receive

funding from the Federal government.

For all the trash that is broadcast on Pacifica, there are also some very good programs (the

Civil War series. Masterpiece Theatre, etc.) that come out of the Corporation for Public

Broadcasting.

I have no reason to believe that discontinuing the federal subsidy - which only accounts

for about 14% of CPB's budget - will cause these quality programs to shrivel up and die. Today,
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when the cable industry is expanding to make literally hundreds of cable channels available for

Americans, there is a demand for quality programming.

The federal government set up the CPB in 1967, when the three major networks had a

monopoly on national programming in this country, to "include all that is of human interest and

importance which is not at the moment appropriate or available for support by advertising." As

we all know, today, the CPB has enlisted the help of Corporations like Mobil who underwrite

programs and advertise this fact for all to see. Today, the CPB reaches 98% of the people in this

nation, with only 14% of its funding coming from the Federal Government. With figures like

these, who can argue that the CPB has not met the goals outlined for it in 1967 -- and much

more?

Sesame Street alone generates almost a billion dollars in sales annually. Suffice to say that

privitization of the CPB won't cause it to shrivel up and die. On the contrary, I believe the

Corporation for Public Broadcasting will thrive under its own auspices.

Unfortunately, privitization won't cause the racism and anti-semitism of stations like

Pacifica to shrivel up and die, either. Racism sells, as increased private contributions to Pacifica

prove. But the CPB is supposed to exist in order to give people a choice. By providing federal

funding for stations like Pacifica to thrive, thereby forcing the American taxpayer to subsidize

hate-programming, the CPB is taking that choice away frem the American people.

Freeing the CPB from the strings of federal funding will bring back choice to the American

people. This is what the CPB should be all about. The CPB has already met and exceeded the

goals set before the 28 years ago at its inception. Today, the CPB is able to thrive on its own two

feet. It's time we let it do so.
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Thursday, January 19, 1995.

WITNESS
HON. PHILIP M. CRANE, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF ILLINOIS

Mr. Porter. I am going to call on the other Members who are
here in the order in which they have arrived. If Mr. Crane and Mr.
Engel could take their places at the table and then, after they fin-

ish, Mr. Markey.
We are pleased to welcome our colleague fi-om Illinois, Phil

Crane.
Mr. Crane. Thank you, Mr. Chairman.
In 1967, Congress sought to bring diversity to the limited array

of broadcasting available to the American people. With only three
networks, the public was relatively constrained in its entertain-

ment and educational choices. To create diversity and provide an
outlet for programming that was not commercially viable. Congress
provided an annual Federal subsidy to solve the problem—^the Cor-
poration for Public Broadcasting—which was a fairly simple an-
swer.
As a student and professor of history I found that in many cases

simple answers are not only not simple, but they are often not very
good answers.
While the CPB may have been useful in its early years, it has

become a redundancy and unquestionably outlived its usefulness.

While the CPB has been supporting a limited number of those to

provide for diversity, the telecommunications industry has rapidly
outstripped the growth and innovation of public efforts. In short,

as public funds have helped build a Yugo, private industry has
built a Ferrari.

Today, CNN, the Learning Channel, Comedy Central, Nickel-
odeon, C-SPAN and hundreds of other cable channels all provide
millions of Americans a level of diversity undreamed of in 1967. I

doubt that most cable subscribers could list even half the stations
they receive.

For those who do not have access to or cannot afford cable, pri-

vate industry has added a fourth network with at least two more
planned and hundreds of independent stations which provide the
American public with options. Those who cannot find acceptable
programming among that cornucopia can turn to VCRs for the al-

ternatives they seek. Many libraries even provide free loans of
video cassettes.

What is most surprising about this explosion in broadcasting is

public broadcasting has not only survived but thrived. According to

the CPB, 58 percent of all Americans receive two or more public
stations. Certainly there is no dearth of access to the airwaves.
There is no disputing the fact PBS, in many cases with the sup-

port of CPB, has produced programs of extraordinary quality.

Fortunately for the American public, even if CPB is eliminated
these programs are in little danger for our public broadcasting com-
munity has built itself a small financial empire by licensing mer-
chandise publicized with taxpayer dollars. I am told any property
which grosses over $100 million in merchandising is an unusually
strong product.
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For example, merchandising from the popular Star Wars trilogy

has averaged about $433 million annually. In contrast, the popu-
larity of the children's show Barney generates $500 million in li-

censing. And another children's show. Shining Times Station,

draws in more than $200 million. These incomes pale in compari-
son to Sesame Street which brings in nearly $1 bilhon all year in

merchandising.
The CPB could and should receive some portion of those reve-

nues in exchange for the developmental, production and broadcast
funding it provides. In fact, a fee of less than 20 percent of the
gross from just Barney, Shining Times Station and Sesame Street
would equal the annual Federal subsidy.
Of course, this calculation ignores entirely the profits made by

other shows such as Ken Bums' Civil War and Baseball series and
Wall Street Week, all of which make significant sums in licensing
fees.

The fact of matter is public broadcasting no longer needs to be
on the Federal payroll.

Despite the growth in other broadcasting areas, despite the dona-
tions both in terms of numbers of donors and that total amounts
have grown, Congress has continued to increase the Federal sub-
sidy. Since 1990, the appropriation has doubled well above the rate
of inflation. Even in constant dollars, the fiscal year 1995 appro-
priation is more than three times higher than 20 years ago. I find

it hard to justify to my constituents the fact that the Federal Gov-
ernment provides an ever larger subsidy to an industry which
makes quite literally billions.

Mr. Chairman, we serve on opposite ends of the Federal spend-
ing process. The committee on which I serve is generally tasked to

collecting Federal funds, while this committee is generally tasked
with disbursing them. Both our committees face very difficult deci-

sions in the next several months as we grapple with the Federal
deficit. Since we serve in neighboring districts in northeastern Illi-

nois I know you recognize the difficulty of these choices.

It is all too easy to argue cutting CPB will eliminate National
Public Radio and deprive the public of alternative viewpoints and
kill Big Bird. But that assertion is wrong, plain and simple. The
facts show if CPB were eliminated the average viewer would not
notice the difference.

I want to reemphasize this point, Mr. Chairman, because I be-
lieve this is the crux of the debate, and because it is not imme-
diately obvious. It is not simple. The average viewer in Winnetka,
Waukegan or Wataga, the average viewer in Maine, Minnesota or
Montana will not face any significant change in his service.

Over the past few weeks, Congress has done its part to combat
the deficit reducing committee staff's by one-third, roughly one-
third. If your committee acts as I believe it should and eliminates
funding for the CPB, public broadcasting would take only a 15 per-

cent cut, far less than the one-third reduction as we have experi-
enced here.

I do not believe that we can justifiably continue to support public
broadcasting when we rely so heavily on taxation of the middle
class, when we cannot afford the costs of ridding our streets of
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crime and when we must look to foreign sources to finance our
debts.

Mr. Chairman, I hope you and this committee will defund the
Corporation for Public Broadcasting.
Mr. Porter. Thank you, Mr. Crane.
Mr. Eliot Engel.
Mr. HOYER. Mr. Chairman, before Mr. Engel begins, if I could

make an observation to Mr. Crane.
Mr. Porter. Mr. Hoyer.
Mr. Hoyer. My good friend, Phil, you point up a problem we

were discussing before you came in. In point of fact, while you are
charged with collecting, your committee spends more money than
this committee spends. The Ways and Means Committee is respon-
sible for affecting more Federal expenditures than the Appropria-
tions Committee is, obviously through their authority over entitle-

ments. That is the problem, and you and I were talking about it.

Mr. Crane. But we do have to raise the resources to do that.

Mr. Hoyer. If you had to do that we would have a balanced
budget.
Mr. Porter. I would ask the gentleman from Maryland if he

would suspend so we can finish the remainder of our testimony. We
are already past our hour.
Mr. Hoyer. I had suspended.
Mr. Porter. Thank you.

Thursday, January 19, 1995.

WITNESS
HON. ELIOT L. ENGEL, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF NEW YORK

Mr. Porter. Eliot Engel of New York.
Mr. Engel. Thank you, Mr. Chairman. I thank the committee

and Chairman Porter for the opportunity to testify today.
Last year, I worked closely with Congressman Porter and his

staff to pass legislation in another committee which we jointly
sponsored. I would just like to publicly express my appreciation to

Chairman Porter and his staff for the professionalism and courtesy.
I would first like to explain why I have been a vocal supporter

of maintaining Federal support for public broadcasting.
I am a former guidance counselor and teacher in the New York

City public school system. I am also the father of three young chil-

dren. In both roles I have seen the value of public broadcasting
firsthand. There is no doubt that the programming on public tele-

vision has helped my children and my former students expand
their horizons through the positive use of the public air waves.

Public radio stations in my district, WFUV at Fordham Univer-
sity, receives some support from CPB. It is one of only two public
stations in New York and the only one that fully covers local news
and community events in the Bronx.
Just like my colleagues from rural areas, I know that the loss of

public support could mean the end of such sources of information
that are invaluable to local communities. In fact, I think there is

probably unanimous agreement in this room on the value of the
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programming offered by public broadcasting stations. There may be
some disagreement about certain details on certain programs, but
this talk about a so-called elite liberal bias is utter nonsense as far

as I am concerned. As I said in a recent Dear Colleague letter, can
the network that broadcasts the Firing Line be all that evil?

When we get past the heated rhetoric, our real purpose today is

to assess whether or not the money we invest in public broadcast-
ing is well spent and whether there are ways of reducing Federal
support without damaging the quality of programming.

I think the proposal to rescind funding to public broadcasting
stems from a belief that the American people have no confidence
in their government and want to dismantle programs one at a time.

I submit that the truth is closer to this statement. The American
people want their money's worth. They want to see tangible, posi-

tive results from government programs, and they are willing to

support worthwhile programs with their tax dollars.

I believe in the public-private partnership we have established,

and I think it should be a model for other things we attempt to do
here. And the public-private partnership has certainly been estab-

lished with public broadcasting. This distinction is important be-

cause it comes down to determining how you approach the Federal
budget in this new era. If you believe government is inherently
bad, then you probably support the elimination of Federal support
for public broadcasting. If you believe there are ways government
can spur positive results in people's lives, then you have an open
mind when it comes to discussing public broadcasting.
The fact is, private-public broadcast is the type of public-private

partnership our friends in the Majority love to tell. In my opinion,

it is a success story we can point to in order to restore the faith

of voters. Every dollar of Federal funding is leveraged into at least

$5 of support from corporations, foundations and private donations.

If any profits are made, they are generally rolled back into new
programming, a fact contrary to some of the inaccurate charges
that have been made.
The Federal seed money, however, is crucial to public broadcast-

ing stations, especially those in underserved and rural areas of the
country, because it provides the fund-raising base needed to sus-

tain noncommercial programming. If we cut the legislation out
from under public television we will not hurt the imaginary liberal

elite. We will hurt children and families who often rely on public
broadcasting as their source for news and education.

It is a fact that 40 percent of households in the United States
are not served by cable television, the medium that can supposedly
fill a void left by the loss of public televisions. Families in this 40
percent of our country often cannot afford the monthly cost of cable

television, if it is available to them at all. They are precisely the
people we are trying to empower, people who need education and
enlightenment to help them pursue the American dream.

I take strong exception with those who say cable broadcasts
could easily replace public television. Not only because only 60 per-

cent of Americans would be reached but also because of the quality

of programming found on the public stations and noncommercial,
I might also add. It is no coincidence that Sesame Street and Nova
were developed on public television because it is the public-private
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partnership that allows the creative freedom and integrity re-

quired.
Simply put, commercial programming has to answer to ratings

and the almighty dollar, and that often means pandering to sex

and violence. Frankly, it surprises me the same people who want
to promote family values are willing to sacrifice quality when it

comes to programming for children.

I also remind this subcommittee that programming decisions are
made by local stations, not a Federal bureaucracy, and are based
on local community standards. This is the type of decentralization

currently being touted these days in Washington. Send it back to

the localities is the battle cry of the day. Yet we are flirting with
a proposal that could destroy local control of the public air waves.
One of the most effective attacks on the Corporation for Public

Broadcasting has been the charge it fails to cash in on the mer-
chandising resulting from successful programs. The reason this

charge sticks is because the dollar figures have been greatly exag-
gerated, and the critics of the CPB conveniently fail to mention the
amount of money poured back into programming.
The CPB is aware that it can improve in this area, and it has

already taken steps to negotiate better contracts, such as last

year's arrangement with Ken Bums that gave CPB a cut of the
money made from merchandising associated with the Baseball se-

ries.

Who wins in the public-private partnership? Children, their par-

ents, communities that need quality day care, society in general,

and, yes, the taxpayers who see positive results in their home com-
munities. That is why polls have shown that the American public

not only favors continuation of funding but actually favors an in-

crease in funding because these programs have been so successful.

So who loses? No one, as far as I can see.

Ask your constituents if this is money well spent and ask your-

self if it is responsible budget cutting to attack public broadcasting.

I am for cutting some Federal programs, but in terms of cuts this

is the wrong place, wrong time and wrong thing to cut. Thank you.

Mr. Porter. Thank you, Mr. Engel. Thank you, gentlemen.
[The prepared statement of Honorable Eliot L. Engel follows:]
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GOOD MORNING. I THANK THE COMMITTEE AND CHAIRMAN PORTER
FOR THE OPPORTUNITY TO TESTIFY TODAY. LAST YEAR, I WORKED
CLOSELY WITH CONGRESSMAN PORTER AND HIS STAFF TO PASS
LEGISLATION WE JOINTLY SPONSORED. I WOULD JUST LIKE TO PUBLICLY
EXPRESS MY APPRECIATION TO CONGRESSMAN PORTER AND HIS STAFF FOR
THEIR PROFESSIONALISM AND COURTESY.

I WOULD FIRST LIKE TO EXPLAIN WHY I HAVE DECIDED TO BE A VOCAL
SUPPORTER OF MAINTAINING FEDERAL SUPPORT FOR PUBLIC
BROADCASTING. I AM A FORMER GUIDANCE COUNSELOR AND TEACHER IN

THE NEW YORK CITY PUBLIC SCHOOL SYSTEM, AND I AM ALSO THE FATHER
OF THREE YOUNG CHILDREN. IN BOTH ROLES, I HAVE SEEN THE VALUE OF
PUBLIC BROADCASTING FIRST-HAND.

THERE IS NO DOUBT THAT THE PROGRAMMING ON PUBLIC TELEVISION
HAS HELPED MY CHILDREN AND MY FORMER STUDENTS EXPAND THEIR
HORIZONS THROUGH THE POSITIVE USE OF THE PUBLIC AIRWAVES.

A PUBLIC RADIO STATION IN MY DISTRICT, WFUV AT FORDHAM
UNIVERSITY, RECEIVES SOME SUPPORT FROM THE C.P.B. IT IS ONE OF TWO
PUBLIC STATIONS IN NEW YORK, AND THE ONLY ONE THAT FULLY COVERS
LOCAL NEWS AND COMMUNITY EVENTS IN THE BRONX. JUST LIKE MY
COLLEAGUES FROM RURAL AREAS, I KNOW THAT THE LOSS OF PUBLIC
SUPPORT COULD MEAN THE END OF SUCH SOURCES OF INFORMATION THAT
ARE INVALUABLE TO LOCAL COMMUNITIES.

IN FACT, I THINK THERE IS PROBABLY UNANIMOUS AGREEMENT IN THIS
ROOM ON THE VALUE OF THE PROGRAMMING OFFERED BY PUBLIC
BROADCASTING STATIONS. THERE MAY BE SOME DISAGREEMENT ABOUT
CERTAIN DETAILS ON CERTAIN PROGRAMS, BUT THIS TALK ABOUT A SO-
CALLED ELITE, LIBERAL BIAS IS UTTER NONSENSE. AS I SAID IN A RECENT
DEAR COLLEAGUE LETTER, CAN THE NETWORK THAT BROADCASTS WILLIAM
F. BUCKLEY'S FIRING LINE BE EVIL?

WHEN WE GET PAST THE HEATED RHETORIC, OUR REAL PURPOSE
TODAY IS TO ASSESS WHETHER OR NOT THE MONEY WE INVEST IN PUBLIC
BROADCASTING IS WELL SPENT, AND WHETHER THERE ARE WAYS OF
REDUCING FEDERAL SUPPORT WITHOUT DAMAGING THE QUALITY OF
PROGRAMMING.
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I THINK THE PROPOSAL TO RESCIND FUNDING TO PUBLIC
BROADCASTING STEMS FROM A BELIEF THAT THE AMERICAN PEOPLE HAVE
NO CONFIDENCE IN THEIR GOVERNMENT AND WANT TO DISMANTLE
PROGRAMS ONE AT A
TIME.

I SUBMIT THAT THE TRUTH IS CLOSER TO THIS STATEMENT: THE
AMERICAN PEOPLE WANT THEIR MONEY'S WORTH. THEY WANT TO SEE
TANGIBLE, POSITIVE RESULTS FROM GOVERNMENT PROGRAMS, AND THEY
ARE WILLING TO SUPPORT WORTHWHILE PROGRAMS WITH THEIR TAX
DOLLARS. I BELIEVE IN THE PUBLIC-PRIVATE PARTNERSHIP WE HAVE
ESTABLISHED AND THINK IT SHOULD BE A MODEL FOR OTHER THINGS WE
ATTEMPT TO DO HERE.

THIS DISTINCTION IS IMPORTANT BECAUSE WHERE YOU COME DOWN
DETERMINES HOW YOU APPROACH THE FEDERAL BUDGET IN THIS NEW ERA.
IF YOU BELIEVE GOVERNMENT IS INHERENTLY BAD, THEN YOU PROBABLY
SUPPORT THE ELIMINATION OF FEDERAL SUPPORT FOR PUBLIC
BROADCASTING. IF YOU BELIEVE THERE ARE WAYS GOVERNMENT CAN SPUR
POSITIVE RESULTS IN PEOPLE'S LIVES, THEN YOU HAVE AN OPEN MIND
WHEN IT COMES TO DISCUSSING PUBLIC BROADCASTING.

THE FACT IS PUBLIC BROADCASTING IS THE TYPE OF PUBLIC-PRIVATE
PARTNERSHIP OUR FRIENDS IN THE MAJORITY LOVE TO TOUT.
IN MY OPINION, IT IS A SUCCESS STORY WE CAN POINT TO IN ORDER TO
RESTORE THE FAITH OF VOTERS. EVERY DOLLAR OF FEDERAL FUNDING IS

LEVERAGED INTO AT LEAST FIVE DOLLARS OF SUPPORT FROM
CORPORATIONS, FOUNDATIONS AND PRIVATE DONATIONS. IF ANY PROFITS
ARE MADE, THEY ARE GENERALLY ROLLED BACK INTO NEW PROGRAMMING,
A FACT CONTRARY TO SOME OF THE INACCURATE CHARGES THAT HAVE
BEEN MADE.

THE FEDERAL "SEED MONEY", HOWEVER, IS CRUCIAL TO PUBLIC
BROADCASTING STATIONS, ESPECIALLY THOSE IN UNDERSERVED AND RURAL
AREAS OF THE COUNTRY, BECAUSE IT PROVIDES THE FUND RAISING BASE
NEEDED TO SUSTAIN NON-COMMERCIAL PROGRAMMING.

IF WE CUT THE LEGS OUT FROM UNDER PUBLIC TELEVISION, WE WILL
NOT BE HURTING THE IMAGINARY "LIBERAL ELITE," WE WILL BE HURTING
CHILDREN AND FAMILIES WHO OFTEN RELY ON PUBLIC BROADCASTING AS
THEIR SOURCE FOR NEWS AND EDUCATION. IT IS A FACT THAT 40 PERCENT
OF HOUSEHOLDS IN THE UNITED STATES ARE NOT SERVED BY CABLE
TELEVISION, THE MEDIUM THAT CAN SUPPOSEDLY FILL A VOID LEFT BY THE
LOSS OF PUBLIC TELEVISION STATIONS.

THE FAMILIES IN THIS 40 PERCENT OFTEN CANNOT AFFORD THE MONTHLY
COST OF CABLE TELEVISION, IF IT IS AVAILABLE TO THEM AT ALL. THEY
ARE PRECISELY THE PEOPLE WE ARE TRYING TO EMPOWER - PEOPLE WHO
NEED EDUCATION AND ENLIGHTENMENT TO HELP THEM PURSUE THE
AMERICAN DREAM.
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BROADCASTS CAN EASILY REPLACE PUBLIC TELEVISION, NOT ONLY BECAUSE

ONLY 60 PERCENT OF AMERICANS WOULD BE REACHED - BUT ALSO
BECAUSE OF THE QUALITY OF PROGRAMMING FOUND ON THE PUBLIC
STATIONS.

IT IS NO COINCIDENCE THAT SESAME STREET AND NOVA WERE
DEVELOPED ON PUBLIC TELEVISION, BECAUSE IT IS THE PUBLIC-PRIVATE
PARTNERSHIP THAT ALLOWS THE CREATIVE FREEDOM AND INTEGRITY
REOUIRED. SIMPLY PUT, COMMERCIAL PROGRAMMING HAS TO ANSWER TO
RATINGS AND THE ALMIGHTY DOLLAR, AND THAT OFTEN MEANS PANDERING
TO SEX AND VIOLENCE. FRANKLY, IT SURPRISES ME THAT THE SAME
PEOPLE WHO WANT TO PROMOTE FAMILY VALUES ARE WILLING TO
SACRIFICE QUALITY WHEN IT COMES TO PROGRAMMING FOR CHILDREN.

I ALSO REMIND THE SUBCOMMITTEE THAT PROGRAMMING DECISIONS
ARE MADE BY LOCAL STATIONS, NOT A FEDERAL BUREAUCRACY, AND ARE
BASED ON LOCAL COMMUNITY STANDARDS. THIS IS THE TYPE OF
DECENTRALIZATION CURRENTLY BEING TOUTED IN WASHINGTON. "SEND IT

BACK TO THE LOCALITIES" IS THE BATTLE CRY OF THE DAY, YET WE ARE
FLIRTING WITH A PROPOSAL THAT COULD DESTROY LOCAL CONTROL OF THE
PUBLIC AIRWAVES.

ONE OF THE MOST EFFECTIVE ATTACKS ON THE CORPORATION FOR
PUBLIC BROADCASTING HAS BEEN THE CHARGE THAT IT FAILS TO CASH IN

ON THE MERCHANDIZING RESULTING FROM SUCCESSFUL PROGRAMS. THE
REASON THIS CHARGE STICKS IS BECAUSE THE DOLLAR FIGURES HAVE BEEN
GREATLY EXAGGERATED AND THE CRITICS OF THE C.P.B. CONVENIENTLY
FAIL TO MENTION THE AMOUNT OF MONEY POURED BACK INTO
PROGRAMMING.

THE C.P.B. IS AWARE THAT IT CAN IMPROVE IN THIS AREA, AND IT

HAS ALREADY TAKEN STEPS TO NEGOTIATE BETTER CONTRACTS -- SUCH AS
LAST YEAR'S ARRANGEMENT WITH KEN BURNS THAT GAVE THE C.P.B. A
CUT OF THE MONEY MADE FROM MERCHANDIZING ASSOCIATED WITH THE
BASEBALL SERIES.

WHO WINS IN THE PUBLIC-PRIVATE PARTNERSHIP? CHILDREN, THEIR
PARENTS, COMMUNITIES THAT NEED QUALITY DAY CARE, SOCIETY IN

GENERAL AND, YES, THE
TAXPAYERS - WHO SEE POSITIVE RESULTS IN THEIR HOME COMMUNITIES.

WHO LOSES? NO ONE, AS FAR AS I CAN SEE.

ASK YOUR CONSTITUENTS IF THIS IS MONEY WELL-SPENT, AND ASK
YOURSELF IF IT IS RESPONSIBLE BUDGET-CUTTING TO ATTACK PUBLIC
BROADCASTING.
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FINALLY, I WOULD LIKE TO ADDRESS THE TOPIC OF ELITISM, MAINLY
BECAUSE THE OPPONENTS OF PUBLIC BROADCASTING LIKE TO
CHARACTERIZE ITS SUPPORTERS AS AN ELITE GROUP. I SUBMIT THAT THE
PEOPLE WHO MAKE THESE CHARGES ARE THE ELITIST BECAUSE THEY ARE
SAYING THAT QUALITY PROGRAMMING IS A LUXURY. PEOPLE WHO WANT
EDUCATION AND ART SHOULD PAY FOR IT, THEY SAY. WELL, THAT IS A
VERY DIM VIEW OF OUR SOCIETY, AND IT GOES AGAINST OUR TRADITION OF
BUILDING OUR COUNTRY ON A FOUNDATION OF EDUCATION AND
OPPORTUNITY FOR ALL. IT MEANS THAT DRAMA AND HISTORY AND SCIENCE
SHOULD NOT BE SUPPORTED BY GOVERNMENT BECAUSE THEY ARE NOT
NECESSITIES, BUT ARE SIMPLY AN EXTRA "BURDEN" ON SOCIETY. THIS
WOULD DENY ARTS
AND EDUCATION TO ALL BUT AMERICA'S PRIVILEGED -- AND THAT IS TRUE
ELITISM.

THANK YOU VERY MUCH.
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Thursday, January 19, 1995.

WITNESS
HON. EDWARD J. MARKET, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF MASSACHUSETTS

Mr. Porter. Mr. Markey, would you come to the table?
Edward Markey of Massachusetts.
Mr. Markey. Thank you, Mr. Chairman, and I thank you very

much for conducting this hearing.
As you know, Mr. Chairman and Members of the committee, over

the past eight years I have been Chairman of the Telecommuni-
cations Subcommittee; and for 18 years I served on the Tele-
communications Subcommittee.

I want you, as you consider this issue, to think about one thing
and that is the children of our country. This is nothing more—no
less—than a debate over what kind of information we are going to
provide for every child in our country.
There are 70 million children in the United States. Of those 70

million children, 33 million live in homes that do not have cable.

As a result, they do not have access to this cornucopia that people
constantly make references to. They live in homes without it and
have television sets that look just like the television sets we grew
up with, that just have a relatively small number of broadcast sta-

tions.

Now, this morning, if you turned to the television section of U.S.
Today, here is what you would find out about what children in
America have as an option if their parents are looking at CBS,
NBC and ABC.
On Fox is Jenny Jones talking about women confronting the man

who impregnated their teenage daughters. On CBS, there is Montel
Williams with a show on bigamists. On Ricki Lake, we have people
who use sex to control their lovers. Then Maury Povich—we have
people ashamed of convicts in the family.

Now there is a market for that, and adults, if they want, should
be able to watch it, but children should not be watching this pro-
gramming. Now, if the mother is turning the station in one of those
homes that does not have cable, with 33 million children in our
country, what are they going to be able to watch? What program?
What station can they leave on?
On PBS, on channel 26 here and on every station across the

country, here is what you would have. Starting at 6:30 in the
morning, it would go: Sesame Street, Barney, Kidsongs, Barney,
Shining Times Station, Sesame Street, Puzzle Place, Mr. Rogers,
Story Time, Body Electric, Open Mind, Mystery, Lamb Chops Play
Along, Shining Times Station, Barney and Friends, Story Time,
Reading Rainbow, Ghostwriter, Carmen San Diego, Bill Nye, the
Science Guy. And you are at 6:30 in the evening. You have gone
12 consecutive hours of programming targeted at the children in

our country.
The networks have pulled out. The total programming for all

three networks plus Fox is eight hours a week. PBS does 12 hours
a day targeted at the children in our country.
Now many of you I think share with me the voting record of hav-

ing voted for NAFTA and voted for GATT. By voting for NAFTA



899

and GATT we have essentially constructed a deal with the Amer-
ican people. We are going to let the low-end jobs go, the jobs that

require manual labor, and we are going to target the high-end jobs,

the jobs that will target exports for Germany and Japan and South
America and all the rest of the world.

We have a responsibility to give the children of this country the

skills they are going to need in order to compete in that world. Now
we are going to have a debate here in Congress over the next sev-

eral months over whether or not, as part of welfare reform, we boot

welfare mothers off the rolls, that we have a responsibility to also

give them job training so they can compete for jobs they are not

qualified for in an information era.

Now, why would we begin to debate talking about billions of dol-

lars in job training for these welfare mothers and others in their

family when for $1 per year per person in America we have a pub-
lic broadcasting system that is totally dedicated to ensuring that

programming goes into every family, inexpensively, day after day
in this country?
We have a responsibility to make sure that every classroom has

a computer, that every desk has a computer.
We have to have an integrated program that we are thinking

through that ensures that there is, in fact, a way that we are going
to give these kids the skills they need.

This is the cheapest way of doing it, the best way of doing it. And
my only hope is that as we move forward we understand that there

is one other technology out there on the street. It is a handgun. It

is an assault rifle. The average kid can work one week at McDon-
ald's and earn 89 bucks and afford to purchase a semiautomatic as-

sault weapon on the streets of this country. That is the competing
technology.
We have a responsibility, morally and economically, to ensure

that we continue to sustain the one channel that every parent can
rely upon to give their children the attitude towards life, culturally,

which they need. And that is what this debate is all about, as we
all know, is the culture of the United States. What has happened
to our culture? How are we going to change our culture?

And we want to target those that we feel are being deprived,

both in their schools and by the culture generally of the proper at-

titudes. Only PBS provides that to every child and every family

every day. There is no other option. Most families do not have cable

who have children, and those that do have very few options on the

broadcast dial.

I want you to think about that. Because as you talk about zero-

ing out this budget you are talking about privatizing it, for all in-

tents and purposes, this network. And, believe me, once you pri-

vatize it, they will be under the same pressures as ABC and CBS
and NBC and every independent station in this country, and that

is they have a legal responsibility to their shareholders to maxi-
mize profit. And that means cereal companies and that means toy

manufacturers and that means changing the programming so it

can compete with commercial networks.
CBS, in testifying before the FCC last year on a rulemaking with

regard to what their responsibility should be for children's pro-

gramming, here is what it said before the FCC last year: It is no
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accident, for example, that much high-quahty children's program-
ming is found on PBS. Because their audiences need not be nearly
as large as advertiser-supported broadcast audiences to make the
programming economically viable.

Now, if you want to put this incredible resource that we have,
if we were going to have a plan, in fact, to ensure that every Amer-
ican child would have access to high-quality information, this

would be the plan: $1 per person per year. Have one channel dedi-

cated to getting high-quality information into the minds of every
child, every American, regardless of income, could have access to.

And, by the way, when polled, over 70 percent of all black, white,

Asian and Hispanic parents said it was the channel they kept on
all day long. It is not elitist. It is American. And it is brilliant con-

struction for what it is that we need in a post-NAFTA world.
Our school systems do not offer these children the skills they

need. The rest of the television and cable system does not offer it

to them either. This is it. And when you begin to tamper with this,

be very careful because it is what we should be planning to give
to each child.

Yes, every child deserves a lap-top. Every child deserves a com-
puter on his desk in school. Every child deserves to have high-qual-
ity programming in their minds, in their lives every day. Only PBS
does it. I cannot tell you how important it is for you to keep this

in the back of your minds as you make this deliberation.

I thank you, Mr. Chairman.
Mr. Porter. Thank you very much, Mr. Markey,
The subcommittee will stand in recess until 2:00 p.m.
[Recess.]

Thursday, January 19, 1995.

WITNESS

LAURENCE JARVIK, CENTER FOR STUDY OF POPULAR CULTURE

Mr. Porter. The subcommittee will come to order. We are re-

suming our hearings on the Corporation for Public Broadcasting re-

scission, and the Chair would like to congratulate our colleague
from Ohio, Mr. Stokes, who is a new grandfather and was with his

daughter this morning and could not be present.

Mr. Stokes. Thank you. Thank you very much.
Mr. Porter. We have gdlocated until 3:30 the time for this panel,

and because it is such a large one, we will have to insist that each
of you limit your testimony to 10 minutes and no more. The Chair
will apprise each of you when the time has arrived, and you should
keep track of it as best you can yourself. I will be apprised by the
clerk of the committee.
We begin with Laurence Jarvik, the Center for the Study of Pop-

ular Culture.
Welcome. Thank you for being with us.

Mr. Jarvik. Thank you, Mr. Chairman. Thank you very much for

having me. I would like to put my prepared testimony into the
record and talk a little bit extemporaneously today. I heard some
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very interesting things this morning that gave me some ideas of re-

sponse.
I would Hke to begin by saying I am pro-public broadcasting. I

have spent now four years studying public broadcasting profes-

sionally here in Washington. I did my doctoral dissertation on Mas-
terpiece Theater at the University of California at Los Angeles. I

traveled to England. I am a member of WETA, WHMM and
WAMU, so I think I make my personal contribution; as well as my
professional career and everything I say is offered in the spirit of
improving public broadcasting to make it more efficient and more
accountable.

I would like to begin by reading something. I testified before. I

would like to say I heard some very disturbing remarks this morn-
ing about Republicans and plots and so forth, and it has been very
disturbing to me and I have some real concerns about it.

Last year I testified to the Senate. Senator Inouye was kind
enough to invite me to talk about Barneygate. Bameygate is of
course what Senator Dole called the personal enrichment of people
doing business with public broadcasting, and I thought this was a
new era of bipartisanship.
Hollywood Reporter had an article: PBS Bameygate Era. Critics

Follow the Money. Bipartisan Concern Over the Service's Fiscal

Stress. And I was present at a House hearing, and I heard Con-
gressman Markey, who was so eloquent this morning, expressing
real concern about the role of corporations and private people take
advantage of the system. So I am a little surprised actually to hear
the level of rhetoric coming from some Members—anti-Republican
rhetoric, which is very disturbing.

I think I would like to begin by reading something that I said

in the previous testimony, from Bill Moyers. He said, 'The men
who wrote our Constitution, our basic book of rules, were concerned
that power be held accountable. No party of government and no
person in government, not even the President, was to pick or
choose among the laws to be obeyed. But how does one branch of
government blow the whistle on another? How do the people cry
'foul' when their liberties are imperiled if public officials can break
the rules and lie to us about it?"

And I think that is really what we are here today to discuss. The
question is—and we publish this magazine called COMINT

—

whether or not public broadcasting, under its present management,
is in contempt of Congress. I hope there will be further investiga-

tions of this issue by Congress. I thank the Chairman for holding
these.

I am dispensing with my prepared testimony because I heard
Congressman Livingston this morning talk about the on-air ap-
peals, and I think this is a very serious and disturbing develop-
ment that a public trust would be used in this way for a clearly

political purpose in a partisan fashion against the law. No, I don't

know much about the Labor-HHS appropriations rules, but there
was a comment made about, well, every defense contractor would
not be able to lobby.

The fact of the matter is, I do know a little bit about the Public
Broadcasting Act, and the Public Broadcasting Act is as clear as
crystal: public broadcasting must be objective and balanced in all
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coverage of issues of public controversy. And I would say the first

question is, what did the Corporation for Public Broadcasting know
about these efforts and when did they know it?

Secondly, what steps did they take when they learned of these
efforts to inform the people who were doing these illegal activities

to stop the activities?

Thirdly, when the people received notice, if they kept doing those
activities, what steps or sanctions were taken against those sta-

tions or station managers who continued to engage in this type of
on-air hysteria?

I also think in addition to the Public Broadcasting Act balance
requirements there are basic questions of truth, fairness, and hon-
esty. There are truth-in-advertising issues to be addressed here as
well.

The fact of the matter is Ervin Duggan has said Republicans
want to kill public broadcasting. This is not true. I have not met
a Republican who wants to kill public broadcasting. Others have
said that. Today we heard a Congresswoman from New York hold
up muppets and say that the Republicans want to kill—put Ernie
and Bert on the chopping block. Well, in 1992, Jesse Helms, who
is a pretty conservative Republican, said if Jesse Helms had to vote
for Big Bird, he would vote for Big Bird. Big Bird isn't the issue,

and in 1992, by the way, the Corporation for Public Broadcasting,
I was told, gave no money to Sesame Street. Now we are told they
do give money. Why is it that two years they didn't need Federal
funding and today they do? It is a good question.

I think the issue of truth-telling goes a little farther than that.

In the TV column, Ervin Duggan was reported as saying in Los An-
geles that there is no lobby for public broadcasting. They don't have
any high-priced lawyers. They don't have any lobbyists. Well,
Fleishman-Hillard, the last time I checked, did lobby; they worked
for public broadcasting. Last time I checked, American Public Tele-
vision stations was a lobby. It is a distinction without a difference
to say that it is not PBS, it is the same stations that are part of
the PBS fund, ITVS.

Finally, I would like to say something about Bill Moyers' attack
on C-SPAN, which has not been commented on, to show the com-
plete hysteria and irrationality of this debate in a way that is very
unfair to the real issues that need to be addressed. Bill Moyers
said, quote, "The Speaker's first attack on public broadcasting came
while he was on a conservative cable network which is ideologically

funded and motivated." That is NET, National Empowerment Tele-
vision.

He said, "I find it intriguing that his second big attack on public
broadcasting came in an interview on C-SPAN, which I admire
greatly, but C-SPAN is the creature of the cable industry run by
friends of the new Speaker of the House. I think there is a correla-

tion between this ideology of publicly supported politicians in the
service of commercial industry that, frankly, would like to see pub-
lic television not exist."

Well, the levels of deception here are so extreme, I believe, as to

defy common sense. C-SPAN is perhaps the most balanced and ob-
jective network in the United States today. Cable broadcast or any-
where, I believe Brian Lamb is a man of impeccable integrity, and
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I think it unbelievable that somebody would suggest that it was a
tool of some cable campaign to put public broadcasting out of busi-
ness.

Secondly, the argument that there are people who would not like

to see public television exist, I think is equally far from the truth.
Nobody here wants to do anything except eliminate a Federal sub-
sidy which accounts for 14 percent of the budget.

I would also like to say something else. We heard something
today about the children of America. I believe one of the things
that the children of America need is a good example. And I believe
telling the truth is a good example for little children, and I believe
that the people have to be honest and trustworthy and follow the
law, and I believe those are good examples for little children; and
I think when the public television lobby makes enemies list, which
they did in 1992—and I had my name on one which is dated March
4th, 1992, from David Brother of ITVS—I think that is the type of
reprehensible activity that we really should investigate. That was
reported at the time in our magazine.
Having said that, I will go to my main point, which is that,

frankly, public broadcasting doesn't need its Federal subsidy. I

brought a little Ross Perot-like chart; I did learn something here.
This is the revenue picture from 1980 to the present of public tele-

vision, made from charts provided by PBS and CPB. As you can
see, the growth has been $581 million in 1980, $1.8 billion in
1994—considerable growth over the period compared to charts for

other Federal programs. If we were to eliminate the Federal share
totally, zero it out, we are talking about coming down to there on
the chart.

Now, the 20th Century Fund says 75 percent of the money goes
to waste and overhead. Well, let's assume we are just eliminating
the waste and the overhead. That still leaves an awful lot of money
for program services and everything that everybody else wants
without one penny of Federal money.
Another point that was made was, oh, these rural stations made

money. Well, in any system there are richer and poorer members
of the family. Many stations have a lot of money in the bank. In
New York, WNET has $30 million in the bank, for instance. They
could certainly share some of that wealth with some of the poorer
stations and not expect the taxpayers to pay for it.

Finally, I would just like to show a chart. The reason I get so
confused about the system, this is the Boston Consulting Group did
an analysis—and this is not the Clinton health care plan, by the
way, or the Whitewater, you know, money going or whatever.
Ms. Pelosi. Mr. Chairman, I find that objectionable, that re-

mark, that last remark. It has no place in this hearing on the CPB,
the Corporation for Public Broadcasting.
Mr. Jarvik. I apologize if I gave offense. In fact, Hillary Clinton

was on the board of the Children's Television Workshop until she
entered the White House; there is a connection.
Mr. Porter. Please proceed.
Mr. Jarvik. The point is that people used to—large government

bureaucracies have a mind-set which sees a very complicated way
to do something, when often there is a simpler way that doesn't in-
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volve use of Federal funds. That was the only point I was trying

Ms. Pelosi. I don't see how Whitewater came into that, Mr.

Chairman.
Mr. Porter. Thank you, Mr. Jarvik.

., „^ T^ r n i

[The prepared statement of Laurence Jarvik, Ph.D. follows:]



905

Jarvik CPB Testimony 1-19-95

Testimony of Laurence Jarvik, Ph.D.
Labor-HHS-Education Subcommittee
Committee on Appropriations
Hon. John Porter, Chairman
19 January 1995

Mr. Chairman and members of the Subcommittee, thank you for
inviting testimony from citizens concerned about the appropriation
for the Corporation for Public Broadcasting (CPB). At a time when
Congress is busy rewriting almost the entire Communications Act of
1934, only one sector has remained almost wholly free of serious
scrutiny until now: public broadcasting. I believe this is the
first hearing in almost thirty years to begin questioning some of
the basic assumptions of financing the system, including a
presumed "right" to forward funding enjoyed by practically no
other recipient of a Congressional appropriation.

The issue today is not whether beneficiaries of the
appropriations process feel that they deserve tax dollars. Despite
the noisy and frequently unseemly protests of those who profit
from present financial arrangements (and the so-called "polls"
they use to make their case) it is clearly time to re-evaluate the
basic structures for finance and governance of public
broadcasting.

One must measure the intentions of Congress against the
actions of a system which seems to maintain a closed circle of
insiders — many of whom have prominent political connections —
who may be benefitting themselves and their business associates.
Although public broadcasting is in fact big business, spending
almost $2 billion a year, grossing billions more in various
ancillary ventures, with billions of dollars in assets, and
generating millions of dollars in wealth for private companies and
individuals, there is little or no public understanding of how the
public broadcasting system really works.

For example, it was recently announced that the largest cable
company in the United States had purchased a two-thirds interest
in the MacNeil-Lehrer Newshour for an undisclosed sum. When I

looked into this, I could not find a single newspaper or magazine
article which made any reference to a share of this sum going to
the Corporation for Public Broadcasting to pay for new
programming. Nor could I find any dollar figure for the purchase
listed in any publication.

The Corporation for Public Broadcasting is exempt from the
Freedom of Information Act. It need not follow the rules and
regulations that apply, for example, to defense contractors.
Therefore, it is iit^ossible for a member of the public to discover
the true nature of the multiple financial transactions occuring
within the system, and to uncover the proverbial $600 toilet seat.
Public broadcasting has all the public relations benefits of a
charity with all the financial potential of a private company and
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the security of a federal subsidy. Every thing we do learn about
the operation of the system raises further concerns about
potential wrongdoing, rather than resolve old concerns.

In a recent case, the Detroit News reported that the
president of the Detroit PBS station would be retiring and taking
with him production contracts worth some $2 million, granted while
he was finishing up his tenure. When a newspaper reporter asked
the station for copies of the contracts, he was turned down.
Clearly, if it had been the case of a defense contractor, an
investigation would have been undertaken at once into possible
self-dealing for purposes of personal enrichment. Perhaps
Frontline might even had devoted a documentary hour investigating
the trail of financial transactions involved. Yet, of course, PBS
and NPR have not devoted much air time to financial scandals in
public broadcasting. To some extent what Senator Bob Dole has
called "Barneygate" is one of the under-reported stories of
American journalism. The Three Tenors, Big Bird, Barney, Bill
Moyers and Ken Burns all make millions.

PBS television stations are often as big and as rich as their
commercial counterparts. Several pay top executives salaries and
benefits equivalent to that of the President of the United States.
A large number have sizable investment accounts and affiliated
for-profit businesses competing with those in the commercial
sector. Many PBS stations garner an annual "surplus" which would
be called profit anywhere else.

A recent Seattle Times story about the local public
television station was headlined "KCTS pleads poverty while
sitting on fat wallet." while begging viewers for money, it turned
out the station had some $6 million in the bank. WGBH Boston has
1,000 employees and an annual budget of $130 million. Meanwhile,
NPR sold millions of dollars of stock last year, and the Minnesota
Association of Broadcasters has complained that NPR stations in
that state directly compete for advertisers.

Yet the cozy relationships built up in what one official CPB
history called a "tribal" organization (and what Ken Burns called
his "family" in a speech to last year's PBS convention) suggest
the possibility of abuse of non-profit status and federal subsidy
for personal gain, and the further abuse of tax dollars for
purposes of lobbying and advertising.

Now, CPB has spent some $2 million dollars on an ad campaign
for PBS produced by the Hal Riney Agency with the slogan "If PBS
doesn't do it, who will?" But CPB has not yet actually told us
what, precisely, public broadcasting really does in fact do with
the billions of dollars circulating in and around the system.

For example, one has yet to see the bookkeeping for the
lobbying and advertising efforts to determine how carefully
segregated federal tax dollars have been from those used to pay
for lobbying and advertising. We were all surprised to learn of
the scope and intensity of recent highly questionable on-air and
behind the scenes lobbying practices by public broadcasting. We
still do not have a full picture of how the radio and television
stations were persuaded to participate in these now controversial
activities to generate mail and phone calls to Congress.
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It appears to have been a hysterical public relations blitz,
and we do not actually know in the precise amount of federal funds
going to both registered and unregistered lobbyists. For example,
what was the dollar value of the air time for the commercials run
by PBS alone, or the on-air appeals by local radio and television
stations urging audiences to write their congressmen?

Now, while maintaining that they have nothing to hide, the
Corporation for Public Broadcasting has firmly resisted all
attempts to apply the Freedom of Information Act (FOIA) to its

activities, most dramatically in the Senate debate of 1992 against
Senator Dole's desire for bringing CPB under FOIA, where he simply
could not get the votes due to the opposition of the secretive
public broadcasting lobby. Along the same lines, although I

personally testifed on June, 29, 1994 before the Senate Commerce
Subcommittee regarding "Barneygate" and other improprieties in
public broadcasting and asked at that time for an impartial
General Accounting Office audit, the public broadcasting lobby has
successfully fought even that modest and reasonable proposal until
the present day.

Now, Congress has just enacted provisions to make it subject
to the same laws as any ordinary American citizen. Yet CPB has
maintained that it is above the law, that it does not accept the
Congressional oversight which other recipients of federal dollars
must. They say "trust us," "don't question us," "don't investigate
us." PBS President Ervin Duggan told the National Press Club just
the other day that "the people of public broadcasting are good and
faithful servants .

"

Yet when a Congressman or Senator dares to utter statements
questioning the status quo , such as Speaker Newt Gingrich or

Senator Larry Pressler, CPB unleashes its 1000 radio and
television stations in a fury of political agitation — agitation
specifically prohibited by law in the Public Broadcasting Act of

1967, which calls for strict adherence to balance and objectivity
in all matters of public controversy. It appears a conscious and
deliberate violation of not only law, but of reasonable concepts
of fair play as well, which raise questions about the moral
character and fitness of those holding FCC channels presently
reserved for educational and noncommercial purposes.

Again, when in 1992 Congress unanimously approved a procedure
to review programming to ensure balance and objectivity, and wrote
into law the requirement that the CPB Board of Directors take
responsiblity for the system which they fund, CPB showed its lack
of concern for laws written by Congress. The Board of Directors
refused to review a single program in accordance with the law,

despite literally thousands of complaints about dozens of shows
logged on an 800 number. Indeed, even when a member of the Board,
Vic Gold, begged for action in the case of anti-Semitic
broadcasting on a CPB-funded station, the board refused to
consider the case. CPB acted and continues to act as if it were
above the law.

In a recently broadcast commercial — although PBS still
won't admit that its 30, 60, and 90-second spots produced by an ad
agency are in fact commercials — a voice which sounds
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suspiciously like that of Gregory Peck intones what is perhaps the
rationalization for ignoring Congress, violation of law, and
questionable financial arrangements. "It's not important to
understand fully," says a voice which sounds suspiciously like
Gregory Peck, "but only to see."

PBS advertising ditty to the contrary, one cannot in fact
exercise intelligent judgment unless one does fully understand
what one sees. Especially when one considers what already is
visible:

* Program practices deemed unethical at commercial broadcast
networks are accepted as routine in public broadcasting, most
notably "underwriting for content." The late CBS President Richard
Salant resigned from the board of National Public Radio because he
thought it was improper that the network accepted funds earmarked
by sponsors for specific news topics. Neither CPB, NPR nor PBS
have an independent standards and practices department to insure
the integrity of programming content. Both radio and television
accept underwriting for content.

In the late 1950 "s commercial broadcasting was tarnished by
what was called the "payola" scandal — paying disk jockeys to air
certain records. There is little conceptual difference between
that phenomenon and paying to air certain news and public affairs
items. It would be unacceptable in any commercial broadcasting
network, which is why Salant quite NPR.

* PBS is a bureaucratic mess. In a 1991 study commissioned by
CPB, the Boston Consulting Group found there were "few consistent
cost accounting practices within public television," "revenues
associated with each activity are far out of alignment with the
amounts spent," and "no revenues were associated with fundraising
costs." Indeed, the managment consultants were unable to find the
financial documentation they needed and so constructed their
revenue and expenditure analysis from estimates provided by PBS
station managers.

* The 1993 Twentieth Century Fund study Quality Time? found
the present system so wasteful and inefficient it recommended
entirely eliminating all CPB "Community Service Grants" to local
stations in order to encourage stations to better serve the
communities in which they were located.

* Senator Daniel Inouye has declared that one quarter of the
approximately 400 PBS stations are overlapping and publicly urged
the system to dispose of theses duplicate stations as soon as
possible.

* At WLVT, Allentown the station president resigned after
allegations of bid-rigging during on-air auctions . CPB refused to
release financial reports to the local newspaper until a
Congressman intervened.

* At WQED, Pittsburgh, the station president resigned in
disgrace after it was revealed he had taken a second salary from a
production company doing business with the station and received
other large questionable payments from a complicated insurance
scheme. Nevertheless, he served out his term on the board of
directors of the Corporation for Public Broadcasting and recently
was voted a commendation by the CPB board. He remains on the board
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of the American Program Service, which receives millions from CPB.
When the Pittsburgh Post Gazette asked CPB for financial
information on the station, then-CPB president Marshall Turner
stonewalled, declaring: "There are some things the public doesn't
need to know.

"

* In 1990 the head of WJCT, Jacksonville was forced to resign
after a scandal involving the misuse of auction funds, accused
pocketing pledges donors thought were going to the station.

* In 1991 the FCC stripped KQED, San Francisco of the license
for its sister station KQEC due to "serious misconduct." The
offenses included "lacking candor" and misrepresentation. Former
CPB president Marshall Turner had been on the KQED Board of
Directors at the time.

* CPB has no regular procedure to insure that conflict-of-
interest pledges signed by its officers, directors, and employees
are strictly enforced to prevent self-dealing and financial
inurement, nor does it follow normal rules of federal agencies
regarding financial disclosure and public filing of such forms for
career staff.

After a recent CPB decision to award $4.5 million to Lancit
Media, Inc. for a children's show called The Puzzleworks (now

called The Puzzle Place ) the company's stock rose dramatically
from about $1.30 when first issued a couple of years earlier to
about $13.00 due to the potential value of toys and merchandise
tie-ins. This was reported in the business section of the
newspaper. I was interested to know if anyone with access to
inside information might have been in a position to benefit from
this CPB decision. However, I was told I could not have the
records of investment holdings for CPB employees and contractors.

When I called to inquire if any CPB employee, officer, or
director had ever been disciplined for any breach of ethics rules,
the staffer with whom I spoke could not answer the question and
could not tell me how I might obtain the relevant information.

* Herb Schmertz, former Mobil executive responsible for
Masterpiece Theatre and Mystery! , has said use of those shows for

fundraising purposes by PBS stations during pledge weeks is "not
truth in advertising" because the corporation actually pays WGBH
over $10 million annually to put them on PBS.

* Federally- funded children's programs are exploited by
corporations and individuals for private enrichment. Forbes
magazine lately listed Barney as the third richest entertainer in
America after Stephen Spielberg and Oprah Winfrey. Sales of toys
and merchandise based on PBS shows such as Barney, Sesame Street,
and Shining Time station gross literally billions of dollars —
but not for the federal treasury and the taxpayer who makes it all
possible.

* Cooking shows, financial program, how-to' s, and
documentaries also have merchandising tie-ins. There is a
veritable Home Shopping Channel for PBS merchandies including Bill
Moyers books and videos, Ken Burns' "Civil War" and "Baseball",
Louis Rukeyser newsletters, Yanni CD's, Frugal Gourmet Cookbooks,
and Covert Bailey's "Fit or Fat" tapes. In essence, public
broadcasting provides free air time for infomercials to promote
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these products, yet the American taxpayer who makes it possible
does not participate in these huge private windfalls. CPB has to
date provided no analysis of the financial exploitiation the
system by those promoting and selling merchandise, etc.

* The Wireless and Signals catalogue businesses owned by WGBH
and Minnesota Public Radio are estimated to gross some $77 million
annually.

* PBS stations have set up stores in shopping malls,
including the Learningsmith chain and the Store of Knowledge. The
precise financial deals for these operations are shrouded in
secrecy.

* Baseball has received over eighteen hours of what amounts
to free advertising time to promote the sale of video cassettes
and assorted merchandise in what is perhaps the greatest
coordinated cross-promotional blitz in the history of television.
Comparable infomercial time would have an estimated value of some
$600,000 an hour, making the value of airtime on PBS given
"Baseball" alone worth over $11 million. This does not include the
value of repeats by local stations and the additional interstitial
programming spots, show plugs, tune-ins, and "making of..."
promotional specials. All this to sell sets of videocassettes at
$179 each, using on-air 800 numbers, which generate private
profits in the millions. Washington Post writer Tony Kornheiser
even spotted Ken Burns on the QVC shopping channel hawking
Baseball cards.

* The New Yorker recently estimated the grosses for Ken
Burns' The Civil War at $60 million.

* A lawsuit settled out of court against Bill Moyers for
Joseph Campbell and the Power of Myth estimated potential grosses
for that one series at $20 million. Moyers has admitted raising
$15 million for his private, for-profit company. Public Affairs
Television, Inc.

* Ted Turner recently paid over $20 million for homevideo
rights to PBS shows, and he's not in business to lose money.

* The recent Three Tenors Encore 1 concert broadcast from
Dodger Stadium, co-ordinated with tape, videocassette, and CD
sales. According to an article in the New York Times this concert
had potential worldwide grosses of approximately $50 million
dollars. The show, which gained from the PBS imprimatur as well as
the exposure, was privately produced by impresario Tibor Rudas —
and again, he's not in business to lose money.

* Children's Television Workshop (CTW), producers of Sesame
Street, as of 1992 paid at least one executive over $625,000 per
year, had over $50 million in a stock and bond portfolio, spent
$1,500,000 on lobbying efforts, and net approximately $100 million
on worldwide grosses of close to a billion dollars in Sesame
Street and other licensed products. Sesame Street Magazine alone
generated some $40 million. CTW often says it plows its money
"back into children's programming." If that were the case, why
would they have a $50 million investment account? CTW also
receives funds from other federal agencies despite — or perhaps
because of — its enormous wealth and political connections.
Hilary Clinton was on the CTW Board of Directors prior to the 1992
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election. CTW made campaign contributions to Democratic Senators
Tim Wirth and Daniel Inouye, who had jurisdiction over public
broadcasting issues which affected their business while serving on
the Senate Commerce Committee. The company has seven for-profit
and not-for-profit subsidiaries.

Now, anyone who has a product to sell would be delighted if

he could place an infomercial on PBS, much less receive the cash
payments PBS makes to certain program producers. However, PBS has
no rate card, and the network does not grant equal access to all
who wish to expose programming to the PBS audience. A similar
situation, with smaller yet significant financial stakes, obtains
for the placement and promotion of programming, musical acts, and
book authors on National Public Radio.

* CPB continues to fund Pacifica Radio, which airs
commentaries by Black Panther Mumia Abu-Jamal, a death-row cop-
killer. Pacifica hosted the anti-Semitic, anti-Asian, and anti-
white "Afrikan Mental Liberation Weekend," and has aired similar
anti-Semitism and such on shows with different titles, despite
passage of the Hefley amendment by Congress last year.

* NPR has still not answered criticism from CAMERA, a group
which seeks impartial coverage of the Middle East conflict, which
has done studies demonstrating a pattern of anti-Israel bias in
reporting. CPB has done nothing to correct these abuses.

* CPB continues to fund P.O. v., a television series which has
generated serious questions of journalistic integrity — as well
as simple decency — from both public broadcasting stations and
members of Congress.

* CPB has failed in its oversight of the Independent
Television Service (ITVS), which has consumed over $38 million tax
dollars since 1988 to provide "alternative" programs for PBS.
Despite the vast expenditure, only nine hours have met the minimum
quality standards for PBS national feed. ITVS has routinely
ignored its own mandate, and rejected many worthwhile projects
from established talents — such as Gloria Borland, who produces
The Business Owners , a series featuring successful minority
enterprises — while pouring millions into schemes of questionaible
merit and integrity. One such scheme, a three-hour million-dollar-
plus flop called Declarations , actually censored conservative
spokesman Dr. Christopher Manion from an episode claiming to be
about "freedom of speech." CPB took no action whatsoever in this
case.

Those whose program ideas are rejected by ITVS are not
permitted to see the complete documentation relating to their
grant disposition, rather must accept a telephone call by
appointment. The lack of a public "paper trail" for certain
decisions — including vote tallies — suggests, at the very
least, severe mismanagement at ITVS. Again, CPB has not done
anything to rectify the situation. A CPB report on ITVS was a

whitewash.
Of course, ITVS has been an active participant in the CPB

lobbying effort this year, organizing protests, sending out
letters, lists of Congressmen, e-mail, etc. How much time and
money has been expended to date on this is unkown.
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* CPB has no application forms for some of its own grant
programs, leaving applicants apparently at the mercy of arbitrary
staff whim, without procedural redress to insure equal protection
and a level playing field, and with wide potential for abuse.
Members of the public cannot determine how decisions are made.

* PBS seems to be subject to similar arbitrary decision-
making. The recent controversy over Rights and Wrongs might have

been avoided had PBS put in place procedures to insure each
program is fairly evaluated according to clear and public
criteria.

* CPB has received thousands of complaints about shows like
"Tales of the City," for nudity and indecent language, and
Frontline 's "Journey to the Occupied Lands," accused of outright
fraud in the use of faked satellite photos and other
misrepresentations by CAMERA, "Public Lands, Private Profits,"
which Senator Ted Stevens charged violated PBS's own journalistic
guidelines in that it received funding from the Mineral Policy
Center, which had a vested interest in the content of the program.
CPB has not taken any action whatsoever to rectify these
complaints

.

* Col. James Moncrief (Ret.) is the senior surviving Army
officer who served with Patton in General Groves' Sixth Armored
Division at the liberation of Buchenwald. Col. Moncrief had asked
for PBS to correct the fraudulent history of the phony
"documentary" Liberators, withdrawn by New York station WNET after
complaints from Veterans and Jewish groups. Yet no corrective
programming been aired by PBS, nor has any been funded by CPB or
scheduled to be funded. In the meantime, the Discovery cable
channel has acquired a British documentary on the actual
liberators of the camp.

For that reason the 6th Armored Division Association has
adopted a statement declaring:

"I was a member of the 6th Armored Division during World War
II and have enormous pride in my achievements and those of my
comrades, many of whom are no longer able to speak for themselves.
I resent the attempt of PBS to falsify our part of history. I

further resent the use of taxpayers' money to support PBS. They
are no longer worthy of public trust, or our tax money. I look
forward to your support in refusing federal funds for PBS."

I believe when military contractors engage in behavior as
troubling as that of the Corporation for Public Broadcasting it is

standard operating procedure to suspend all payments pending the
outcome of a thorough investigation. I would recommend a similar
approach to the growing "Barneygate" scandal, the controvery over
the slanted "opinion poll" used for lobbying by PBS, the potential
abuse of public trust by on-air agitation conducted by PBS and NPR
stations, and other troubling issues surrounding the Corporation
for Public Broadcasting and its apparent management failure.

All forward funding appropriations should be rescinded
completely and at once, ending the flawed system which helped give
rise to this irresponsible situation. Additionally, present
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financing for this current fiscal year should be immediately
suspended.

Congress should begin a thorough and impartial investigation
into the practices of public broadcasting to determine whether any
improper, unethical, or illegal activities have occurred, and
whether federal funds have been used to subsidize any private
enrichment, partisan activity, or possible violations of the
Public Broadcasting Act of 1967 or any other law or regulation
(such as "truth-in-advertising")

.

If there is even the slightest impropriety on the part of
public broadcasters discovered during the course of this
investigation, present year funding for CPB — already in escrow— should be fully rescinded at once. For it is manifest that
public broadcasting must be held to the highest ethical standard
possible, given its role as an educator of the nation's young.
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Thursday, January 19, 1995.

WITNESS
REED IRVINE, CHAIRMAN, ACCURACY IN MEDIA

Mr. Porter. Our next witness is Reed Irvine, the Chairman of

Accuracy in Media.
Mr. Irvine. Thank you, Mr. Chairman. I want to focus my re-

marks on suggesting a hne of inquiry to this, which might result

in new Hght being brought to bear on the issue of the need for a
Federal subsidy for public broadcasting. But first I want to tell you
about the largely futile efforts that Accuracy in Media has made
over the past two decades to get the public broadcasting establish-

ment to honor Section 396, in this case (g)(1)(A), of the Commu-
nications Act. This was enacted to prevent Federal appropriations
from being used to promote one side or the other of controversial
issues of public importance. It requires strict adherence to objectiv-

ity and balance in such programs or series of programs.
Now, we discovered this provision of the law back in 1971. Con-

gressman Lionel Van Deerlin in those days used to buttress his

pleas for appropriations for CPB with the claim that public broad-
casting operates under a stricture which is even more comprehen-
sive than commercial broadcasting. He claimed that the law, quote,
"leaves them open to challenge if there is not almost a minute-by-
minute distribution of time on controversial issues."

But CPB, PBS and NPR made no pretense of obeying this provi-

sion of the law, and the FCC refused to assume any responsibility

for its enforcement. So we took the FCC to court in an effort to

have this corrected, and CPB and PBS lined up with the FCC
against us. The court found that since Congress had failed to pro-

vide for any enforcement mechanism, the language of the Act was
merely "horatory." It said, however, that Congress could show its

disapproval of any activity of CPB through the appropriation proc-

ess. It pointed out that when the law was enacted. Senator Norris
Cotton said, quote, "If we have occasion to feel there is slanting,

a bias or an injustice, we can immediately do something about it.

First, we can make very uncomfortable and give a very unhappy
experience to the directors of the Corporation. Second, we can shut
down some of their activities in the Appropriations Committee."
We exposed case after case of biased, one-sided propagandistic

programming funded with Federal tax dollars on PBS and NPR
over the years, but we never once saw any action on the part of
Congress to make the CPB directors uncomfortable or shut down
any of their activities as a result of their failure to see that PBS
and NPR obey the law.
Contrary to the expressed intent and wishes of the majority in

Congress, public broadcasting programming was politically slanted
to the liberal/left from its inception. The Corporation for Public
Broadcasting, which was intended to be the watchdog that would
ensure that this did not happen, became what it likes to call a
"heat shield." The defenders of the status quo would like the public
to think that this "heat shield" keeps public broadcasting free from
political influence, but the reality is that it has been used to thwart
all efforts to depoliticize public broadcasting programming and
bring it into conformance with the law.
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The domination of both the House and Senate by liberal Demo-
crats for nearly all of the 27 years since the passage of the Public
Broadcasting Act has frustrated all efforts by Republicans in the
White House and in Congress to take any action to eliminate or re-

duce the pervasive anti-conservative bias that infects the public
broadcasting establishment and is reflected in much of its program-
ming. Congress will never be able to micromanage the public
broadcasting programming, which is controlled by a staff that is

thoroughly and unabashedly liberal. One would have thought these
pros would have been embarrassed to put together a team to pro-
vide coverage of the 1992 election that was patently partisan, but
the only embarrassment that anyone at CPB or PBS ever ex-

pressed was over the cheering that broke out in the room from
which PBS was reporting the election results when Ohio was called

for Clinton, thus ensuring his victory. That display of partisanship
on the national feed was deplored because it served to give ammu-
nition to the critics of public broadcasting.
Now, public broadcasting should not be Democratic or Repub-

lican, liberal or conservative. It should be as objective and balanced
as C-SPAN, but the chances of achieving that are zero. That is be-

cause it is firmly in the hands of a large, self-perpetuating liberal

bureaucracy that would take a magnitude 7 earthquake to displace.

These pros can't be controlled by their own boards as Mrs. Sharon
Percy Rockefeller herself once told me, much less by Members of
Congress; and that is why we support zeroing out of the Federal
subsidy.
The advocates of the status quo are trying to persuade the public

that elimination of the $286 million subsidy would be the end of
such programs as Sesame Street, MacNeil/Lehrer, Masterpiece
Theater and the Three Tenors. This is akin to the old strategy of
threatening to shut down the Washington Monument if the Interior
Department budget is reduced. Threaten to terminate the most
popular, most visible programs, diverting attention from the possi-

bility of effecting economies and increasing nontax-dollar income
while preserving the most desirable programs.
Every bureaucracy, in time, becomes bloated, and public broad-

casting is no exception. Eliminating the CPB alone would save $14
million a year in administrative costs expended by that bureauc-
racy. That is nearly as much as the total budget of C-SPAN, which
gives us 48 hours of informative, educational, balanced public af-

fairs programming every day.
Mighty businesses, including commercial broadcasting networks,

have found it necessary to downsize in recent years. Government
is faced with the same necessity. Why should public broadcasting
be exempt from this solution to the budget problem?
C-SPAN provides a remarkable service to the entire Nation on

a budget of only $18 million a year. National Empowerment Tele-
vision, NET, the new network made famous by Newt Gingrich, is

on the air 24 hours a day with a rich array of public affairs pro-
gramming. It operates on a budget of only $6 million a year. The
total cost of the public television in 1993 was—fiscal year 1993 was
$1.4 billion, which includes about $400 million in direct payments
by corporations, foundations, individuals and coproducers to the
producers of programs used by public television. Of the $1 billion
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in expenditures by CPB and PBS and public broadcasting stations,

$490 million went for programming, $150 million for broadcast op-

erating expenses, $150 million for administration, $60 million for

public relations and advertising, $120 million for fundraising and
$20 million for depreciation.

Total expenditures for public radio were $409 million, of which
about $50 million was spent by NPR.
Now, this is obviously a very costly and inefficient system of dis-

tributing programming when you compare it with C-SPAN, NET
and other noncommercial providers of national programming. Part
of it is bureaucratic bloat and part of it is gold-plating. For exam-
ple, Westwood I/Mutual spends only $4 million a year for their

radio news operations, one-fourth as much as NPR spends on news.
Westwood L^utual operates from two floors of rented space in

Crystal City, with 125 employees. NPR occupies a new seven-floor

building on Massachusetts Avenue, which houses some 385 employ-
ees. That is certainly not a bare-bones operation.

Now, do we need to spend nearly 10 times as much on adminis-
tration of public television as C-SPAN's entire budget? Nearly
$900 million a year is spent on public television programs, includ-

ing the payments made by donors and coproducers. Two-thirds of

these programs, valued at—I am told, at $300 million are supplied
by PBS. That means that stations are spending nearly $600 million

a year to fill one-third of their program hours. Is there no room for

economies in this picture? Certainly a fair amount of the time each
day could be devoted to the type of inexpensive programming now
provided by C-SPAN and NET. The advocates of continued CPB
appropriations argue that PBS programs are available to those who
can't afford cable or don't have access. By the same token, folks

who don't have cable are deprived of a lot of excellent, highly edu-
cational programming that is now available solely on cable. How
much would public broadcasters have to pay to get the right to air

C-SPAN's Booknotes or its Lincoln Douglas debates? AIM would be
delighted to give them our weekly NET program. The Other Side
of the Story; we will give it to them for nothing. They can simply
take it off the Galaxy 7 satellite.

I suggest, ladies and gentlemen, that you compare the costs of
public television programming, administration, advertising, public

relations, lobbying and fundraising with similar costs of other pro-

viders of quality programs to the Nation. I think you will find that
all of them are far below the costs of public broadcasting.
Cutting off the Federal subsidy will have the positive effect of

forcing changes that may result in better public television and
radio programming at much lower cost. PBS and NPR are nothing
but programming services. They could use some competition. If the
public broadcasting stations take bids to see who will provide suit-

able programming packages at the lowest cost, we may end with
more than one viewer-supported network offering commercial-free
programming, not subsidized by the Federal Government, that pro-

vides programs that will appeal to a wider audience and attract

broader support than PBS now enjoys.

It is true that most of the excessive cost of public television and
radio is incurred by the 340 TV stations and 600 radio stations. It

may be true that some of these stations in small communities are



919

dependent on the Federal subsidy for their survival. Nowhere is it
Avritten that every small community in the Nation must have pub-
lic TV or a public radio station supported by the Federal Govern-
ment, but if the existing stations have enough viewers to justify
their continued existence, I believe they will be able to find ways
to survive by shopping around for more attractive programming at
lower cost, cutting expenses and attracting more support from their
audiences and local businesses.
Thank you.
[The prepared statement of Reed Irvine follows:]
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TESTIMONY OF REED IRVINE, CHAIRMAN OF ACCURACY IN MEDIA,
BEFORE THE HOUSE SUBCOMMITTEE ON LABOR, HEALTH, HUMAN

SERVICES, EDUCATION AND RELATED AGENCIES

January 19, 1995

I wish to focus my remarks on suggesting a line of inquiry to this committee which might

result in new light being brought to bear on the issue of the need for a federal subsidy for public

broadcasting. But first, I want to tell you about the largely futile efforts that Accuracy in Media has

made over the past two decades to get the public broadcasting establishment to honor Section

396(g)(1)(A) of the Communications Act. This was enacted to prevent federal appropriations fi-om

being used to promote one side or the other of controversial issues of public importance. It requires

strict adherence to objectivity and balance in such programs or series of programs

We discovered this provision of the law in 1971. Congressman Lionel Van Deerlin in those

days used to buttress his pleas for larger appropriations for CPB with the claim that "public

broadcasting operates under a stricture which is even more comprehensive than commercial

broadcasting." He claimed that the law "leaves them open to challenge if there is not almost a minute

by minute distribution of time on controversial issues."

But CPB, PBS and NPR made no pretense of obeying this provision of the law, and the FCC

refused to assume any responsibility for its enforcement. We took the FCC to court in an effort to

have this corrected and CPB and PBS lined up with the FCC against us. The court found that since

the Congress had failed to provide for any enforcement mechanism, the language of the act was

merely "hortatory." It said, however, that Congress could show its disapproval of any activity of

CPB through the appropriation process. It pointed out that when the law was enacted Senator Norris

Cotton said, "Ifwe have occasion to feel there is slanting, a bias, or an injustice, we can immediately

do something about it. First, we can make very uncomfortable and give a very unhappy experience to

the directors of the corporation. Second, we can shut down some of their activities in the

Appropriations Committee."

We exposed case afler case of biased, one-sided, propagandistic programming funded with

federal tax dollars on PBS and NPR over the years, but we never once saw any action on the part of

Congress to make the CPB directors uncomfortable or shut down any of their activities as a result of

their failure to see that PBS and NPR obey the law.
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Contrary to the expressed intent and wishes of the majority in Congress, public broadcasting

programming was politically slanted to the liberal/left from its inception. The Corporation for Public

Broadcasting, which was intended to be the watchdog that would insure that this did not happen,

became what it likes to call a "heat shield." The defenders of the status quo want the public to think

this "heat shield" keeps public broadcasting free from political influence, but the reality is that it has

been used to thwart all efforts to depoliticize public broadcasting programming and bring it into

conformance with the law

The domination of both the House and Senate by liberal Democrats for nearly all of the 27

years since the passage of the Public Broadcasting Act has frustrated all efforts by Republicans in the

White House and in Congress to take any action to eliminate or reduce the pervasive anti-

conservative bias that infects the public broadcasting establishment and is reflected in much of its

programming. Congress will never be able to micro-manage public broadcasting programming, which

is controlled by a staff that is thoroughly and unabashedly liberal. One would have thought these

professionals would have been embarrassed to put together a team to provide coverage of the 1992

election that was patently partisan, but the only embarrassment that anyone at CPB or PBS ever

expressed was over the cheering that broke out in the room from which PBS was reporting the

election results when Ohio was called for Clinton, ensuring his victory That display of partisanship

on the national feed was deplored because it served to give ammunition to the critics of public

broadcasting.

Public broadcasting should not be Democratic or Republican, liberal or conservative. It

should be as objective and balanced as C-SPAN. But the chances of achieving that are zero, in my

opinion. That is because it is firmly in the hands of a large, self-perpetuating liberal bureaucracy that

would take a magnitude 7 earthquake to displace. These professionals can't be controlled by their

own boards, as Mrs Sharon Percy Rockefeller herself once told me, much less by members of

Congress.

That is why we support zeroing out the federal subsidy for public broadcasting.

The advocates of the status quo are trying to persuade the public that elimination of the $286

million federal subsidy would be the end of such programs as Sesame Street, MacNeil/Lehrer,

Masterpiece Theater and the three tenors. This is akin to the old strategy of threatening to shut down

the Washington Monument if the Interior Department budget is reduced. Threaten to terminate the

most popular, most visible programs, diverting attention from the possibility of effecting economies
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and increasing non-tax-dollar income while preserving the most desirable programs.

Every bureaucracy in time becomes bloated, and public broadcasting is no exception.

Eliminating the CPB alone would save $14 million a year, which is what CPB spent on administration

in 1993 That is nearly as much as the total budget of C-SPAN, which gives us 48 hours of

informative, educational, balanced public aflFairs programming every day.

Mighty businesses, including the commercial broadcasting networks, have found it necessary

to downsize in recent years. Government is faced with the same necessity. Why should public

broadcasting be exempt from this solution to its budget problem?

C-SPAN provides a remarkable service to the entire nation on a budget of only $18 million a

year. National Empowerment Television, the new network made famous by Newt Gingrich, is on the

air 24 hours a day, with a rich array of public affairs programming, and it operates on a budget of only

$6 million a year. The total cost of public television in FY1993 was $1 .4 billion, which includes

about $400 million in direct payments by corporations, foundations, individuals and co-producers to

the producers of programs used by public television. Of the one billion in expenditures by CPB, PBS

and public broadcasting stations, $490 million went for programming, $150 million for broadcast

operating expenses, $150 million for administration, $60 million for public relations and advertising,

SI20 million for fundraising and $20 million for depreciation.

Total expenditures for public radio were $409 million, of which about $50 million was spent

by National Public Radio.

This is obviously a very costly and inefficient system of distributing programming compared

with C-SPAN, NET and other non-commercial providers of national programming. Part of it is

bureaucratic bloat and gold-plating. For example, Westwood I/Mutual spends only $4 million a year

for its radio news operations, one-fourth as much as National Public Radio spends on news.

Westwood I operates from two floors of rented space in Crystal City with 125 employees. NPR

occupies a new seven-floor building on Massachusetts Avenue, which houses 385 employees. It is

certainly not a bare-bones operation.

Do we need to spend nearly ten times as much on administration of public television as

C-SPAN's entire budget? Nearly $900 million a year is spent on public television programs. Two-

thirds of these programs, valued at $300 million, are supplied by PBS. That means that stations are

spending nearly $600 million a year to fill one-third of their program hours. Is there no room for

economies in this picture?
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Certainly a fair amount of the time each day could be devoted to the type of inexpensive

programming now provided by C-SPAN and NET. The advocates of continued CPB appropriations

argue that PBS programs are available to those who can't afford cable or don't have access to it. By

the same token, folks who don't have cable are deprived of a lot of excellent, highly educational

programming that is now available solely on cable. How much would public broadcasters have to pay

to get the right to air C-SPAN's "Booknotes" or its Lincoln-Douglas Debates? AIM would be

delighted to give them its weekly NET program, "The Other Side of the Story," for nothing. They

can simply take it off the Galaxy 7 satellite.

I suggest that you compare the costs of public television programming, administration,

advertising, public relations, lobbying and fundraising with similar costs of other providers of quality

programs to the nation. I think you will find that all ofthem are far below the costs of public

broadcasting.

Cutting oflfthe federal subsidy will have the positive effect of forcing changes that may result

in better public television and radio programming at much lower cost. PBS and NPR are nothing but

programming services. They could use some competition. If the public broadcasting stations take

bids to see who will provide suitable programming packages at the lowest cost, we may end up with

more than one viewer-supported network ofiFering commercial-free programming, not subsidized by

the federal government, that provides programs that will appeal to a wider audience and attract

broader support than PBS now does.

It is true that most of the excessive cost of public television and radio is incurred by the 340

television stations and 600 radio stations. It may be true that some ofthese stations in small

communities are dependent on the federal subsidy for their survival. Nowhere is it written that every

small community in the nation must have a public TV or radio station supported by the federal

government, but if the existing stations have enough viewers to justify their continued existence, I

believe that they will find ways to survive by shopping around for more attractive programming at

lower cost, cutting expenses, and attracting more support from their audiences and local businesses
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Mr. Porter. Mr. Irvine, thank you very much.
I might say I thank both of our first two witnesses for staying

within their time limits. I shall appreciate all of our witnesses
doing the same.

Thursday, January 19, 1995.

WITNESS

SHELDON RICHMAN, CATO INSTITUTE

Mr. Porter. Our next witness is Sheldon Richman of the Cato
Institute.

Mr. Richman. Mr. Chairman, Members of the subcommittee,
good afternoon. I am Sheldon Richman, Senior Editor at the Cato
Institute. I am here today to urge Federal defunding of the Cor-
poration for Public Broadcasting.
Many complaints have been lodged against the Corporation. It

has been said that a preponderance of the public affairs program-
n^iing it supports is little more than propaganda for big government
and the welfare state. It has been called "pork barrel for the rich"

because the programs tend to cater to the wealthier and better edu-
cated among our society. And it's been said that government sub-
sidies corrupt its recipients who dare not venture into areas that
are unlikely to win the favor of the grant-givers.
Those are all valid points. But they do not constitute the fun-

damental objection to government support for the Corporation for

Public Broadcasting. I would like to add here also that the term
"public broadcasting" I believe is a euphemism that hides an im-
portant fact. All of it is public. It is produced by members of the
public, it is paid for by members of the public, it is executed by
members of the public, so that doesn't distinguish it.

What we are talking about is coercively financed broadcasting,
government-financed or taxpayer-financed broadcasting. Even if all

the programming supported by CPB was unobjectionable, there
would remain an incontrovertible case against the CPB, namely,
that subsidies to broadcasting fall outside the proper scope of gov-
ernment and, in particular, the enumerated powers delegated to

the Federal Government by the U.S. Constitution. In other words,
the appropriation of money to the Corporation is flagrantly uncon-
stitutional.

Determining the constitutionality of any given government act is

not solely a matter for the Supreme Court. Every Member of Con-
gress takes an oath to uphold the Constitution. That oath has a
very specific meaning. It obligates every Member of Congress to

ask before every vote on every bill, did the Constitution delegate
to the national government the power embodied in this legislation?

If the answer is no, the legislation should be rejected.

This approach to legislation was the one used by all three
branches of the Federal Government for more than 100 years after

the founding of the Republic. Much well-intended legislation was
defeated after it was pointed out that the implied power was no-
where to be found in the Constitution.
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For example, in 1794, James Madison, father of the Constitution,
opposed an appropriation of relief funds because, as he put it, he
couldn't "lay his finger on that article of the Federal Constitution
which granted a right to Congress of expending, on objects of be-
nevolence, the money of their constituents."

That approach was not a mere custom to be outgrown. It is logi-

cally entailed in the very idea of a constitution. The primary pur-
pose of that document was to define, circumscribe, and limit the
powers of the national government. Had that not been the purpose,
there would have been no need for the Constitution beyond setting

up the branches.
But the document did not merely establish the branches. It said

what each of those branches could do. And that meant there were
things that they could not do. The idea of limited government is in-

trinsic to the Constitution, and there is no way to get around that
fact.

According to the Federal budget, the Congress provides taxpayer
money to the Corporation for Public Broadcasting so that it may
give grants to, as it puts it, "qualified public television and radio
stations to be used at their discretion for purposes related pri-

marily to program production and acquisition."

No one can reasonably oppose the objective sought by the cre-

ation and funding of the Corporation, the objective, the support of
broadcasting. But the desirability of the objective of legislation is

not the test imposed on the Congress by the Constitution. The test

is much tougher. In this case, the test is, where in Article I is the
Congress empowered to transfer money from one group of citizens

to another for the purpose of supporting broadcasting?
In the days of Founding Fathers there was, of course, no broad-

casting; but there were newspapers, theater and other forms of en-
tertainment. And, yet, the framers did not authorize the national
government to subsidize those things because, in their view, it

would have been outside the scope of a properly limited govern-
ment. That is how you should view the appropriation for the Cor-
poration for Public Broadcasting.
Now, why did the framers see support for newspaper and enter-

tainment as outside the proper scope? The most obvious reason is

that they believed that government existed to protect the people's
rights and to maintain the peace. It should, as Jefferson put it, "re-

strain men from injuring one another, but leave them otherwise
free to regulate their own pursuits of industry and improvement."
George Washington provided the reason for this decision to limit

the power of the State. "Government," he said, "is not reason, it is

not eloquence; it is force. Like fire, it is a troublesome servant and
a fearful master." That fact ought to provide sufficient incentive to

contain the power of government.
But Jefferson issued an admonition that directly addresses the

matter we are discussing today. In the Virginia Statute of Religious
Liberty. He wrote, "To compel a man to furnish contributions of
money for the propagation of opinions which he disbelieves is sinful
and tyrannical." Jefferson was referring to the establishment of a
state church and the taxing of citizens to support it, but his wis-
dom applies perfectly well to subsidies to broadcasting.
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Virtually everything that is broadcast on National Public Radio
and the Public Broadcasting Service involves someone's opinion.

Not everything can be broadcast. Someone "makes a selection

among all the things that could be put on the air. Ideology is a part

of that selection process. Often the selections are controversial.

How a news story is played on All Things Considered or on the
MacNeiL/Lehrer News Hour is inherently controversial. How the
war on poverty is portrayed in a documentary—to take a timely ex-

ample—is, by nature, disputatious. There will never be universal

agreement on those matters. Thus, some portion of the American
citizenry will, to use Jefferson's words, be "compelled to furnish

contributions of money for the propagation of opinions which it

disbelieves." That is not fair. Moreover, it violates the First Amend-
ment and its prohibition on abridging freedom of speech. Freedom
of speech must include the freedom not to speak, and that freedom
logically entails the freedom to refrain from subsidizing the speech
of others. The Supreme Court agrees that forcing one to speak vio-

lates the First Amendment. The Congress itself should understand
that forcing someone to subsidize someone else's speech likewise

runs afoul of the Constitution.

Now, I would like to emphasize that one need not resort to the
Bill of Rights to invalidate Federal aid to broadcasting. One must
merely note that there is no such power delegated to the national

government. I realize this form of constitutional reasoning is not in

fashion just now.
The other day I was on a radio program with a Member of the

U.S. Senate. In response to my claim that the Constitution does not
authorize such subsidies, he responded that the Congress has what
he called "broad discretion" in defining the public good. He is sure-

ly right that the courts have granted the Congress that discretion.

The problem is that the courts do not have the power to do so

under the Constitution and have thus abdicated their constitu-

tional responsibilities. To grant Congress broad discretion to define

and carry out the public good is to allow it to define its own pow-
ers. And to do that is to vitiate the Constitution. A constitutional

republic in which the government defines its own powers is a con-

tradiction in terms.
Finally, let me say a word about elitism. Federal aid to the Cor-

poration for Public Broadcasting is elitism two times over. First, it

is elitist because a politically selected few tell the rest of us that

we must spend a portion of our earnings on the television and
radio program of their choosing. They presume to know better than
we do how to allocate our entertainment spending. That is elitism.

Second, the subsidies are also elitist because the vast working
class is forced to pay for the entertainment largely for the upper
class. Most of the tax-supported programming has a predominantly
upper-income and better-educated audience. Despite the claims
that the subsidies are intended to bring the finest of broadcasting
to the masses, the fact remains that the middle class pays and the
upper crust consumes. Subsidies from working class to rich are not
something you would want to defend openly, yet that is what the
Corporation for Public Broadcasting accomplishes.
Robert Coonrod, the Executive Vice President of CPB, defends

his organization by saying that "about 90 percent of the Federal
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appropriation goes back to the communities, the pubUc radio and

TV stations, which are essentially community institutions as he

put it. Only 90 percent? Why not leave 100 percent in the commu-

nities and let the residents decide how to spend it? Smce only 14

percent or so of CPB revenues come from the Federal Government,

other sources will take up the slack if the Federal Government

ended the appropriation. ^ , „
For all of these reasons, you should cut off the flow of tax money

to the Corporation and related entities.

Thank you for this opportunity to come before you, and I would

be happy to answer any questions.
, i. ^

Mr. Porter. Thank you, Mr. Richman. Thank you also for stay-

ing within your time limit.

[The prepared statement of Sheldon Richman follows:]
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TESTIMONY ON RECI8I0N OF APPROPRIATION
FOR THE CORPORATION FOR POBLIC BROADCASTING

U.S. House of Representatives
Committee on Appropriations

Siibcommittee on Labor,
Health and Hiiman Services, and Education

SHELDON RICHMAN
SENIOR EDITOR, CATO INSTITUTE

JANUARY 19, 1995

Mr. Chairman, members of the subcommittee, good afternoon.

I'm Sheldon Richman, senior editor at the Cato Institute. I am

here today to urge federal defunding of the Corporation for

Public Broadcasting. Many complaints have been lodged against

the Corporation. It's been said that a preponderance of the

public affairs programming it supports is little more than

propaganda for big government and the welfare state. It's been

called pork barrel for the rich because most of the programs

cater to the wealthier and better educated. And it's been said

that government subsidies corrupt its recipients who dare not

venture into areas that are unlikely to win the favor of the

grant givers.

Those are all valid points. But they do not constitute the

fundamental objection to government support for the Corporation

for Public Broadcasting; for even if all the programming

supported was unobjectionable, there would remain an

incontrovertible case against CPB, namely, that subsidies to

broadcasting fall outside the proper scope of government and, in

particular, the enumerated powers delegated to the federal



929

Richman Testimony on CPB
Page 2

government by the U.S. Constitution. In other words, the

appropriation of money to the Corporation is flagrantly

unconstitutional

.

Determining the constitutionality of any given government

act is not solely a matter for the Supreme Court. Every member

of Congress takes an oath to uphold the Constitution. That oath

has a very specific meaning. It obligates the every member of

Congress to ask before every vote on every bill, "Did the

Constitution delegate to the national government the power

embodied in this legislation?" If the answer is no, it should be

rejected.

This approach to legislation was the one used by all three

branches of the federal government for more than one hundred

years after the founding of the Republic. Much well-intended

legislation was defeated after it was pointed out the implied

power was nowhere to be found in the Constitution. For example,

in 1794 James Madison opposed an appropriation to victims of fire

because, as he put it, he couldn't "lay his finger on that

article of the Federal Constitution which granted a right to

Congress of expending, on objects of benevolence, the money of

their constituents." That approach was not a mere custom to be

outgrown. It is logically entailed in the very idea of a

constitution. The primary purpose of that document was to

define, circumscribe, and limit the powers of the national

government. Had that not been the purpose, there would have been
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no need for the Constitution beyond setting up the branches. But

the document did not merely establish the branches. It said what

each of those branches could do. And that meant there were

things they could not do. The idea of limited government is

intrinsic to the Constitution. There is no way to get around

that fact.

According to the federal budget, the Congress provides

taxpayer money to the Corporation for Public Broadcasting so that

it may give grants to "qualified public television and radio

stations to be used at their discretion for purposes related

primarily to program production and acquisition." It also

"supports the production and acquisition of radio and television

programs for national distribution [and] assists in the financing

of several system-wide activities, including national satellite

interconnection services." No one can reasonably oppose the

objective sought by the creation and funding of the Corporation:

the support of broadcasting. But the objective of legislation is

not the test imposed on the Congress by the Constitution. The

test is much tougher. That test is: Where in Article I is the

Congress empowered to transfer money from the one group of

citizens to another for the purpose of supporting broadcasting?

In the days of the Founding Fathers, there was of course no

broadcasting; but there were newspapers, theater, and other forms

of entertainment. And yet, the framers did not authorize the

national government to subsidize those things because in their
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view it would have been outside the scope of a properly limited

government. That is how you should view the appropriation for

the Corporation for Public Broadcasting.

Why did the framers see support for newspapers and

entertainment as outside the proper scope? The most obvious

reason is that they believed that government existed to protect

the people's rights and to maintain the peace. It should, as

Jefferson put it, "restrain men from injuring one another [but]

leave them otherwise free to regulate their own pursuits of

industry and improvement." George Washington provided the reason

for this decision to limit the power of the state. "Government,"

he said, "is not reason, it is not eloquence, it is force; like

fire, it is a troublesome servant and a fearful master."

That fact ought to provide sufficient incentive to contain

the power of government. But Jefferson issued an admonition that

directly addresses the matter we are discussing today. In the

Virginia Statute of Religious Liberty , he wrote, "To compel a man

to furnish contributions of money for the propagation of opinions

which he disbelieves is sinful and tyrannical."

Jefferson was referring to the establishment of a state

church and the taxing of citizens to support it. But his wisdom

applies perfectly well to subsidies to broadcasting. Virtually

everything that is broadcast on National Public Radio and the

Public Broadcasting Service involves someone's opinion. Not

everything can be broadcast. Someone makes a selection among all
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the things that could be put on the air. Ideology is part of

that selection process. Often the selections are controversial.

How a news story is played on "All Things Considered" or the

"MacNeil-Lehrer NewsHour" is inherently controversial. How the

war on poverty is portrayed in a documentary—to take a timely

example— is by nature disputatious. There will never be

universal agreement on those matters. Thus, some portion of the

American citizenry will, to use Jefferson's words, be

"compel [led] to furnish contributions of money for the

propagation of opinions which [it] disbelieves." That is not

fair. Moreover, it violates the First Amendment's prohibition on

abridging freedom of speech. Freedom of speech must include the

freedom not to speak, and that freedom logically entails the

freedom to abstain from subsidizing the speech of others. The

Supreme Court agrees that forcing someone to speak violates the

First Amendment. The Congress itself should understand that

forcing someone to subsidize someone else's speech likewise runs

afoul of the Constitution.

But I would like to emphasize that one need not resort to

the Bill of Rights to invalidate federal aid to broadcasting.

One must merely note that there is no such power delegated to the

national government. Now I realize that this form of

constitutional reasoning is not in fashion just now. The other

day I was on a radio program with a member of the Senate. In

response to my claim that the Constitution does not authorize
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such subsidies, he responded that the Congress has what he called

"broad discretion" in defining the public good. He is surely

right that the courts have granted the Congress that discretion.

The problem is that the courts do not have the power to do so

under the Constitution and have abdicated their constitutional

responsibilities. To grant Congress broad discretion to define

and carry out the public good is to allow it to define its own

powers. And to do that is to vitiate the Constitution. A

constitutional republic in which the government defines its own

powers is a contradiction in terms.

Finally, let me say a word about elitism. Federal aid to

the Corporation for Public Broadcasting is elitism two times

over. First, it is elitist because a politically selected few

tell the rest of us that we must spend a portion of our earnings

on the television and radio programming of their choosing. They

presume to know better than we do how to allocate our

entertainment spending. That's elitism. Second, the subsidies

are also elitist because the vast working class is forced to pay

for the entertainment of the upper class. Most of the tax-

supported programming has a predominantly upper-income and better

educated audience. Despite the claims that the subsidies are

intended to bring the finest in broadcasting to the masses, the

fact remains that the middle class pays and the upper crust

consumes. Subsidies from working class to rich are not something

you'd want to defend openly. Yet that's what the Corporation for
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Public Broadcasting accomplishes. Robert Coonrod, the executive

vice president of CPB, defends his organization by saying that

"about 90 percent of the federal appropriation goes back to the

communities, to public radio and TV stations, which are

essentially community institutions." Only 90 percent? Why not

leave 100 percent in the communities and let the residents decide

how to spend it? Since only 21 percent of CPB revenues come from

the federal government, other sources would take up the slack if

the federal government ended the appropriation.

For all these reasons, you should cut off the flow of tax

money to the Corporation and related entities.

Thank you for this opportunity to come before you today.

I'd be happy to answer any questions.
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ALEXANDER SAFIAN, Ph.D., SENIOR RESEARCHER, COMMITTEE FOR
ACCURACY IN MIDDLE EAST REPORTING IN AMERICA

Mr. Porter. Our next witness is Dr. Alex Safian of the Commit-
tee for Accuracy in Middle East Reporting in America, CAMERA.
Mr. Safian.

Mr. Safian. Thank you, Mr. Chairman Porter and Members of

the committee for inviting me to testify on rescission of the CPB
budget. I would like to share with you a grassroots perspective on
public broadcasting that arises from the media monitoring done by
the organization I represent, the Committee for Accuracy in Middle
East Reporting in America. Based in Boston and with support from
over 30,000 members who span the political and religious spec-

trum, CAMERA is the only major media-watch organization in the
country dedicated to documenting and analyzing coverage of the
Middle East and the Arab-Israeli conflict.

We log more complaints about programming on NPR, PBS and
Pacifica than from any other source. Our members often call about
NPR news reports from the Middle East that they feel lack balance
or are factually inaccurate, which CAMERA'S detailed studies have
confirmed. Members have also contacted us about Pacifica's broad-
casts, which have compared Israel to the Nazis or to the former
apartheid regime in South Africa, and have even alleged Zionist

collaboration in the Nazi Holocaust.
Through the years, CAMERA members across the country have

also lodged numerous complaints about PBS documentaries on the
Middle East. Again, the validity of their complaints is confirmed by
our detailed studies, which show that in the last 13 years the net-

work has aired 26 documentaries bearing on the Arab-Israeli con-

flict with only two that can be reasonably characterized as not bi-

ased against Israel.

Because of criticism from many quarters that CPB had ignored
the provisions of the Public Broadcasting Act, including those call-

ing for strict adherence to objectivity and balance, CPB budgeted
$800,000 of discretionary funds towards creating their Open to the
Public initiative, which included a toll-free comment line and public

meetings around the country.
CAMERA representatives testified at two Open to the Public

meetings, and we and our members treated the initiative as a good-

faith effort by CPB to address public concerns about inaccuracy
and bias in public broadcasting.
Thousands of CAMERA members participated through letter

writing and phone calls. Unfortunately, Open to the Public appears
to have been an empty exercise that has had no discernible effect

on the biased and inaccurate Middle East reporting funded by
CPB.
As an example of the hollow nature of Open to the Public, and

of CPB's refusal to meet the congressional call for objectivity and
balance in controversial programs, I would like to share with the
committee the details of our experience with CPB and PBS regard-

ing a documentary entitled Journey to the Occupied Lands. This
Frontline production, which aired on January 26th, 1993, and
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which continues to be sold as, quote, "educational" by PBS Video,

purported to examine the nature of the Israeli rule in the West
Bank and Gaza. As detailed in the Winter 1994 CAMERA Media
Report, the documentary was marred by material error and distor-

tion so extensive as to render the film fundamentally false. Every
facet of the work embellished a theme of alleged Israeli exploitation

and usurpation of Palestinian Arabs. Among the criticisms raised

in the CAMERA report were the following:

The filmmaker alleges that Israel oppressed Gaza citrus farmers
by prohibiting them to export their crop to Western Europe, but as
leaked documents prove, the filmmaker actually knew that Israel,

the European Community, and the Gaza citrus growers reached an
export agreement in late 1987, and that there had been direct ex-

ports since then.

In order to demonstrate vividly how Israeli communities are al-

legedly crowding out Arab ones, the film compares a supposed 1973
LANDSAT satellite image with more recent satellite images. How-
ever, the image was apparently faked according to the expert who
examined the issue for us, the first image, and I quote, "is not from
1973 and is not a LANDSAT image," unquote.
While Frontline documentaries are officially meant to be unbi-

ased and objective, the Senior Researcher for this Frontline docu-
mentary is a long-term—long-time anti-Israel activist. Thus, in

1988, he testified before the Trade Policy Committee of the U.S.
Trade Representative in an effort to strip Israel of duty-free trade
benefits. His allegations of Israeli abuse of Palestinian workers was
rejected by the committee, and Israel retained its duty free bene-
fits.

In 1989, he endorsed a series of at least four ads in the extremist
British journal. Return. According to the ad, and I quote, 'The Zi-

onist structure of the State of Israel is at the heart of the racism
and oppression against the Palestinian people and should be dis-

mantled," unquote. Can a person holding such views make an ob-

jective documentary about Israel?

Copies of the initial CAMERA report were sent to CPB, PBS
WGBH, the home of Frontline, in Boston, and numerous other pub-
lic television stations. In a letter dated February 7, 1994, Sandra
Heberer, PBS's Director of News and Information Programming re-

plied, and I quote,.

"We have seen nothing, including your paper, to make us doubt
the factual accuracy of Journey to the Occupied Lands. On the con-

trary, the information provided by the filmmaker in response to

your charges leads us to conclude that your report is an irrespon-

sible and truly questionable piece of research," unquote.
I responded that by their reliance on the filmmaker to inves-

tigate himself, PBS had invited a clear conflict of interest, and it

also violated its own guidelines which state, and I quote, "By plac-

ing its logo on a program, PBS makes itself accountable for the
quality and integrity of the program," unquote.
PBS denied there was any conflict of interest or violation of PBS

guidelines in allowing the filmmaker to investigate himself, refused
to look independently into the validity of our findings, and refused
numerous requests that they send us a copy of the filmmaker's
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reply to our critique which had been the only basis for their dismis-

sal of our findings.

We acquired a copy of the reply elsewhere, and issued a 150-page
refutation entitled PBS and Israel: The Case of Journey to the Oc-
cupied Lands. I brought a copy here, and we would be happy to

supply every Member of the committee with a copy. As we docu-

ment in the report, the filmmaker's reply only compounded the er-

rors an falsehoods which riddled his film.

We have made a good-faith effort to work through the system in

the belief that PBS would conduct a fair and independent inves-

tigation of our findings and would take action to set the report

straight.

On June 14th, we met at CPB with President Richard Carlson.

We presented our findings, and called on CPB to ensure a full and
fair investigation and stressed the need for a fact-checking depart-

ment at PBS, which they do not presently have. President Carlson
said he supported this and called on us to build support for it in

Congress. We have found bipartisan support for a fact-checking de-

partment at PBS but staffers have also pointed out that CPB has
discretionary funds which could be earmarked right now for fact-

checking.
On July 20th, 1994, we presented our report to Peter McGhee,

Vice President, National Programming at WGBH, the home of

Frontline. Mr. McGhee stated that WGBH would hire a former
stafi" member to investigate our findings independently and, upon
completion, would take appropriate action.

In meetings on August 23d and on October 24th with PBS Presi-

dent Ervin Duggan we pointed out that unlike CBS, ABC, and
NBC, publicly funded PBS has no fact-checking or standards and
practices department to ensure the journalistic integrity of its offer-

ing. Mr. Duggan agreed that a fact-checking department was need-
ed. His senior adviser, John Hollar, assured us that such a depart-

ment would be created and there would be a public announcement
by the end of November 1994. He further stated that with the clo-

sure of MacNeil/Lehrer's New York office, some experienced jour-

nalists would be available to staff such a department at PBS.
As of today, there is no fact-checking at PBS, and there has been

no such announcement. And when asked about BBS's fact-checking

procedures by a senior House staffer in a meeting in early January,
BBS's General Counsel replied that PBS continues to rely upon the
integrity of the producer instead of fact-checking.

We have been told recently through PBS that the person in

charge of WGBH's investigation of our findings concerning Journey
to the Occupied Lands, contrary to Mr. McGhee's prior assurance
to us, is on the staff of Frontline, not independent. His name even
appears in the credits for Journey.
We have become extremely disheartened in our dealings with

CPB and PBS, attempting as we have at every stage to participate

responsibly in what was advertised as a process that was "Open to

the Public." We have found it otherwise. At each step we have
sought to reform the system, not to destroy it. Regrettably, after

years of effort, we must conclude that the system is incapable of

reforming itself. If an appropriate rescission can spur needed re-

forms, then we would strongly support it.
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Mr. Chairman on behalf of our members across the country, let

me thank you and the Members of the committee once again for

the opportunity to testify. ^ ^ /-

Mr. Porter. Also right on time. Thank you, Dr. Safian; we very

much appreciate your testimony.

[The prepared statement of Dr. Alexander Safian follows:]
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Statement of Alex Safian, Ph.D.

Senior Researcher, CAMERA'

Presented to the Labor-HHS-Education Subcommittee of the House Appropriations

Committee on 19 January 1995

Thank you. Chairman Porter and members of the committee, for inviting me to

testify on recision of the CPB budget. I would like to share with you a grassroots

perspective on public broadcasting that arises from the media monitoring done by the

organization I represent, the Committee for Accuracy in Middle East Reporting in

America. Based in Boston, and with support from over 30,000 members who span the

political and religious spectrum, CAMERA is the only major media-watch organization

in the country dedicated to documenting and analyzing coverage of the Middle East and

the Arab-Israeli conflict.

Over the course of a year we log more complaints about programming on NPR,

PBS, and Pacifica than from any other source. Our members often call about NPR news

reports from the Middle East which they feel lack balance or are factually inaccurate.

CAMERA'S detailed studies cor\firm the accuracy of members' complaints about NPR's

coverage. Members also contact us about Padfica's broadcasts comparing Israel to the

Nazis or to the former apartheid regime in South Africa. One former supporter of

Pacifica who was indigi\ant that the network aired outrageous charges of Zionist

collaboration in the Nazi Holocaust, regularly sends us tapes of Pacifica programs to

help us monitor Padfica's coverage of Israel.

' CAMERA • PO Box 428 • Boston MA • 02258 • 617-789-3672
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Through the years CAMERA members across the country have also have lodged

numerous complaints about PBS documentaries on the Middle East. Again, the validity

of their complaints is confirmed by our detailed studies, which show that in the last 13

years the network has aired 26 documentaries bearing on the Arab-IsraeU conflict, with

only 2 that can be reasonably characterized as not biased against Israel.

Because of criticism from many quarters that CPB had ignored the provisions of

the Public Broadcasting Act calling for "strict adherence to objectivity and balance in all

programs or series of programs of a controversial nature," amendments to the re-

authorization passed in 1992 called on CPB to "...review, on a regular basis, national

public broadcasting for ... objectivity and balance...," and to award programming grants

based on this review.

CPB responded to the Congressional directive by budgeting $800,000 of

discretionary funds towards creating their Open to the Public initiahve, which included

a toU-free comment line and public meetings around the country.

CAMERA representatives testified at two of these meetings, and we and our

members treated Open to the Public as a good-faith effort on the part of CPB to address

public concerns about inaccuracy and bias in public broadcasting. Thousands of

CAMERA members participated through letter writing and phone calls as they were

encouraged to do by the initiative. Unfortunately, Open to the Public appears to have

been an empty exercise that has had no discernible effect on the biased and inaccurate

Middle East reporting funded by CPB.
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As an example of the hollow nature of Open to the Public, and of CPB's refusal to

meet the Congressional call for objectivity and balance in controversial programs, I

would like to share with the Committee the details of our experience with CPB and PBS

regarding a documentary entitled Journey to the Occupied Lands. This FRONTLINE

production, which aired on January 26th, 1993, and which continues to be sold as

"educational" by PBS Video, purported to examine the nature of Israeli rule in the West

Bank and Gaza. As detailed in the Winter 1994 CAMERA Media Report, the

documentary was marred by material error and distortion so extensive as to render the

film fundamentally false. Every facet of the work embellished a theme of alleged Israeli

exploitation and usurpation of Palestinian Arabs. Among the criticisms raised in the

CAMERA report were the following:

• In the film's centerpiece, the filmmaker falsely alleges that Israel stole the land

of Palestinian farmer Sabri Gharib, stating that there was an official

"administrative decision" in Gharib's favor which the Israeli courts refused to

enforce. In fact, in 1986 Israel's High Court ruled to the contrary, that the land

was not Gharib's. The case has been dosed since then. There has simply been no

"decision" in Gharib's favor, and the filmmaker has never produced any evidence

to support his claim.

• The filmmaker alleges that Israel oppressed Gaza citrus farmers by prohibiting

them to export their crop to Western Europe: "It was citrus that used to be the

backbone of the local economy... But not anymore. Since the occupation the only

direct exports [of Gaza citrus] allowed go east to the Arab world via Jordan..."
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But, as leaked documents prove, the filmmaker knew that Israel, the European

Community, and the Gaza citrus growers reached an export agreement in late

1987, and that there have been direct exports since then.

. In order to demonstrate vividly how IsraeU communities are allegedly crowding

out Arab ones the film compares a supposed 1973 LANDSAT sateUite image with

more recent images. However, according to an expert who examined the issue for

us, the first image "is not from 1973 and is not a LANDSAT image."

• While FRONTLINE documentaries are officiaUy meant to be unbiased and

objective, the Senior Researcher for this FRONTLINE documentary is a long-time

anti-Israel activist. Thus, in 1988 he testified before the Trade Policy Committee

of the United States Trade Representative in an effort to strip Israel of duty-free

trade benefits. His allegations of Israeli abuse of Palestinian workers were rejected

by the Committee, and Israel retained its duty-free status.

In 1989 he endorsed a series of at least four ads in the extremist British

journal Return. According to the ads, "the Zionist structure of the state of Israel

is at the heart of the racism and oppression against the Palestinian people, and

should be dismantled." Can a person holding such views make an objective

documentary about Israel?

Copies of the initial CAMERA report were sent to CPB, PBS, WGBH (the home

of FRONTLINE) and numerous other pubUc television stations. In a letter to me dated
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February 7th, 1994, Sandra Heberer, PBS's Director of News and Information

Programnving, replied:

... we have seen nothing, including your paper - to make us doubt the

factual accuracy of "Journey to the Occupied Lands." On the contrary, the

information provided by ... [the filmmaker] in response to your charges

leads us to conclude that your report is an irresponsible and truly

questionable piece of research.

I responded to Ms. Heberer that by their reliance on the filmmaker to investigate

himself PBS had invited a dear conflict of interest, and had also violated its own

guidelines which state, "By placing its logo on a program, PBS makes itself accountable

for the quality and integrity of the program."

PBS denied there was any conflict of interest or violation of PBS guidelines in

allowing the filmmaker to investigate himself, and refused to look independently into

the validity of our findings. PBS also refused numerous requests that they send us a

copy of the filmmaker's reply to our critique which had been the only basis for their

dismissal of our findings.

We acquired a copy of the reply elsewhere, and issued a 150-page refutation

entitled PBS and Israel: The Case of Journey to the Occupied Lands. As we document in

the report, the filmmaker's reply only compounded the errors and falsehoods which

riddled his film.
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We have made a good-faith effort to work through the system in the belief that

PBS would conduct a fair and independent investigation of our findings, and would take

action to set the record straight.

• On June 14th we met at CPB with President Richard Carlson. We presented our

findings and evidence, and called on CPB to ensure a full and fair investigation. We

further pointed out systemic problems at PBS including the lack of any fact-checking

department. President Carlson said he supported the creation of a fact-checking

department at PBS, and called on us to build support for it in Congress. We have found

bipartisan support for a fact-checking department at PBS, but staffers have also pointed

out that CPB has discretionary funds which could be earmarked right now for fact-

checking.

• On July 20th, 1994, we presented our report to Peter McGhee, Vice President, National

Programming at WGBH. Mr. McGhee stated that WGBH would hire a former staff

member to investigate our findings independently, and upon completion would take

whatever action was appropriate.

• In meetings on August 23rd and October 24th with PBS President Ervin Duggan we

pointed out that unlike CBS, ABC and NBC, publicly-funded PBS has no fact-checking

or standards and practices department to ensure the journalistic integrity of its offerings.

Mr. Duggan agreed that a fact-checking department was needed; his Senior Advisor,

John Hollar, assured us that such a department would be created, and that there would

be a public announcement to that effect by the end of November 1994. He further stated
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that with the closure of MacNeU/Lehrer's New York office some experienced journalists

would be available to staff such a department at PBS.

As of today there is no fact-checking at PBS, and there has been no such

announcement. And when asked about PBS's fact checking procedures by a senior

House staffer in a meeting in early January, PBS's General Counsel replied that PBS

continues to rely upon the integrity of the producer.

We have been told recently through PBS that Mr. Louis Wiley is in charge of

WGBH's investigation of our findings concerning Journey to the Occupied Lands. Contrary

to Mr. McGhee's prior assurance to us that the investigation would be independent, Mr.

Wiley is on the staff of FRONTLINE. His name appears in the credits for Journey, and

according to Mr. McGhee, it was Mr. Wiley who did the original and clearly inadequate

"fact checking" on Journey during the production process.

We have become extremely disheartened in our dealings with CPB and PBS,

attempting as we have at every stage to participate responsibly in what was advertised

as a process that was "Open to the Public." We have found it otherwise. At each step we

have sought to reform the system, not to destroy it. Regrettably, after years of effort, we

must conclude that the system is incapable of reforming itself. If an appropriate recision

can spur needed reforms then we would strongly support it.

Mr. Chairman, on behalf of our members across the nation let me thank you and

the members of the committee once again for the opportimity to testify.
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WITNESS
L. BRENT BOZELL, HI, CHAIRMAN, MEDIA RESEARCH CENTER

Mr. Porter. Brent Bozell, the Media Research Center.
Mr. Bozell. Thank you, Mr. Chairman. I hope I stay on time,

too. I won't promise anything.
There go my minutes.
Mr. Porter. We won't charge you for that.

Mr. Bozell. Thank you.
Mr. Chairman, there is no justification for continued Federal

subsidies for public broadcasting. When Congress passed the Public
Broadcasting Act of 1967 with a budget of—I believe of $5 million,

they hoped to fill a vacuum of cultural and educational program-
ming they felt was not supplied by the three national networks.
Today, America is served by thousands of radio and television sta-

tions. That includes a plethora of public stations flooding the air-

waves. How in the world can we explain having in the Washington,
D.C. market alone no less than three PBS stations, two major NPR
stations and numerous other publicly funded stations?

In the face of the reality that it is obsolete and contrary to Mr.
Duggan's pious comments to the Washington Post that public tele-

vision has no lobbyists, the CPB is using taxpayer money in a mas-
sive lobbying campaign to keep this obsolete program, and their
jobs, alive. They are using three smokescreens to defend them-
selves.

First, they claim that there is a need for cultural and educational
programming that only PBS can provide. In a barrage of radio ad-
vertisements, PBS is currently asking, "If PBS doesn't do it, who
will? " The answer comes from the alphabet soup of cable channels
that now exist on the open market performing the same functions
as PBS without a dime of government money—culture on Arts and
Entertainment, Bravo, The Discovery Channel, The Learning
Channel, The History Channel; American Movie Classics and Turn-
er Classic Movies; children's programming on Nickelodeon and Dis-
ney, According to industry experts, there are presently—at this

stage, there are 100 networks in the planning stages to go onto a
500-channel superhighway. It is laughable then for anyone to pro-
pose that we must have PBS.

Secondly, the argument is that taxpayer funding provides the
seed money for programming £ind ensures the public broadcasting
that remains noncommercial. The Corporation for Public Broad-
casting only contributes 14 percent of public television's funding.
But money is fungible. We can just as easily say that programming
is funded from the other 86 percent of the system. And PBS is

awash in money.
I would submit, Mr. Chairman, if PBS really needed this money

why, in that great populist magazine called The New Yorker, in

November, did they buy—did they have not one, not two, not three,

not four—count them, twelve pages of full-page ads promoting PBS
in The New Yorker magazine. There is a populist magazine need-
ing public money.
Anyway, Barney is the third-largest grossing entertainer in the

United States of America. Sesame Street's gross merchandising
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revenue is comparable to that the National Hockey League. Bill

Moyers makes undisclosed millions off PBS Home Video royalties,

which amount, it should be noted, he refuses to disclose. Stations

like WETA, for goodness sake, have their own stores in which they
sell merchandise. Minnesota Public Radio's Wireless catalog has
been so successful that MPR had the revenues to spend $12 million

on a frequency in the middle of the FM dial. Rather than applaud
this private funding move, CPB actually attacked it. The Washing-
ton Post reported that CPB President Dick Carlson complained
about Minnesota Public Radio's catalog sales, quote, "It is damn
hard to go up on the Hill and ask for millions of dollars when you
are making millions off Beethoven T-shirts." Ladies and gentlemen,
I would submit that you ought to consider that quote when you
consider the future of the funding for CPB.

Thirdly, they suggest that public broadcasting provides a diver-

sity of voices unheard of on the commercial networks. Sadly, that

is true. CPB has a long history of using taxpayer funds not for pop-
ular shows but for controversial and, yes, at times, dishonest public

affairs programming that offends taxpayers sometimes deliberately.

CPB has been mandated by law to ensure objectivity and fairness

in all programming of a controversial nature, and it has ignored
that law for 27 years.

CPB is at it again playing games. CPB spent thousands of dol-

lars last week to produce a poll claiming the public wants PBS to

continue. Congress should not only demand to know why CPB is

using taxpayer funds to lobby for more taxpayer funds, it should
explore the ethics behind this lobbying effort. I would submit that

if the Members would look at the Washington Post in the com-
ments made by Andrew Kohut, the Director of the Times Mirror
Center for the People and the Press, he pointed out that that was
a loaded poll, that there were all sorts of push questions put before

the actual question on the funding so the answers would come out
the way that CPB wanted it to go.

Moreover, to the question that it only cost $5,000, I suggest that
every Member here, when he runs for reelection, hire that poll cen-

ter.

Examples of PBS failure enforce its legal mandate of balance be-

gins with the millions that are spent to fund the POV series. An-
other example: In 1990, CPB funded Race to Save the Planet, al-

lowed no conservative viewpoint in its entire 10 hours.

Example: The Media Research Center study of three years of the

CPB-funded Frontline series, which has no corporate underwriters,

identified eight programs on the environment and seven on race re-

lations without a single conservative viewpoint. Frontline spent
hours passing on fully discredited conspiracy theory about the

Reagan administration's foreign policy, including the congression-

ally debunked October Surprise theory, and has refused to correct

the record, never mind apologizing to those they slandered, again
using taxpayer money.
Example: This week PBS stations have aired the series America's

War on Poverty, intended to show the world that the conservatives
are wrong in the welfare reform debate taking place in Congress
right now.
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Now, I wasn't going to do this until this morning it was sug-
gested by a Member in this testimony that CPB, or that PBS and
their programming is a sea of tranquility. To that, I am going to

read something and put it in the record I would like to note that
maybe C-SPAN will be able to carry this. This will not make it on
the evening news tonight because any network trying to cover this

is going to have a very huge Federal problem.
This is a quotation directly from Tongues Untied, a program paid

by taxpayer money, funded by CPB, authorized by the Congress,
which glorified black homoeroticism:

Anoint me with cocoa oil and cum so I speak in tongues twisted so tight they un-
tangle my mind. I walk the waterfront curbsides in my sister's high-heeled shoes,
dreaming of him, his name still unknown to my tongue. While I wait for my prince
to come, from every other man I demand pay for my kisses. I buy paint for my lips,

stockings for my legs, my own high-heeled slippers and dresses that become me.
When he comes I will know how to love his body. Mother, do you know I roam alone
at night, wearing colognes, tight pants, chains of gold, searching for men willing to

come back to candlelight? I'm chocolate candy, a handful of cookies, the goodies you
are forbidden to eat. We swallow hard, black love potions from a golden glass.

Grinding my memory, humping my need, throw your head like the dinka, shake
your arms like the mossai of French whore flirting, licking lips at strangers. Been
waiting for your light bulb to glow for me, waiting to exchange hard-ass love, cal-

loused affection, slapping high fives. Wet my pillow, part your eyelids. Wet me with
the next lie, the resounding refrain of grown men in love. We stop kissing tall, dark
strangers, sucking mustaches, putting lips, tongues everjrwhere. We return to pic-

tures, telephones, toys, recent lovers, private lives, now we think as we fuck.

Ladies and gentlemen, the American taxpayers paid for that. La-
dies and gentlemen, CPB paid for that. Ladies and gentlemen, this

Congress unfortunately authorized that.

Let's face it, conservatives have the power to take over the reins

of this massive political machine and use it to advance our own
goals. It would be an awesome weapon to have. But no conservative
wishes to do that, and I might also add for the record, and contrary
to what was said by the gentlewoman from New York this morning,
I would challenge her to find any conservative, any Republican who
has ever said that he doesn't want Big Bird to be on the air.

This should not be a playground for anyone. It is fiscally irre-

sponsible to continue funding the entire CPB machine, ethically to

claim that there is a need no government to do it.

Historians will debate if PBS might have done some good in the
1970s, when the information superhighway only seemed to have
four lanes. But historians will laugh that the proposition that pub-
lic broadcasting was needed today, and wonder why it is still alive.

I will close with one statement. Anyone who Imows me knows
that in my in my office that all day long I have NPR running

—

I love classical music, I love the service it provides. If it weren't for

the political messages, I would be the first one to pony up and
make a contribution to it.
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I am sure public broadcasting will not only survive, it will thrive

on the open market. As a matter of fact, for those who are con-

cerned, I would suggest, set Big Bird free, let it thrive on the pri-

vate market.
Thank you, Mr. Chairman.
Mr. Porter. Thank you, Mr. Bozell. We are right on time.

[The prepared statement of L. Brent Bozell, III follows:]
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There is no justification for continued federal subsidies for public broadcasting. When

Congress passed the Public Broadcasting Act of 1967 with a budget of five million dollars, they

hoped to fill a vacuum of cultural and educational programming they felt was not supplied by the

three national networks. Today America is served by thousands of radio and television stations.

That includes a plethora of public stations flooding the airwaves. How in the world can we explain

having in the Washington, DC media market alone no less than three PBS stations, two major NPR

stations, and numerous other publicly-funded stations?

In the face of the reality that it is obsolete, and contrary to Mr. Duggan's pious comments to

the Washington Post that public television has no lobbyists, the CPB is using taxpayer money in a

massive lobbying campaign to keep this obsolete program -- and their jobs -- alive They are using

three smokescreens to defend themselves:

1. They claim a need for cultural-educational programming that onlv PBS can do In a

barrage of radio advertisements, PBS is currently asking "If PBS doesn't do it, who will?"

The answer comes from the alphabet soup of cable channels that now exist on the open

market, performing the same functions as PBS without a dime of government money:

culture on Arts and Entertainment, Bravo, The Discovery Channel, The Learning Channel,

The History Channel; American Movie Classics and Turner Classic Movies; children's

programming on Nickelodeon and Disney. According to industry experts, more than 100

other networks are presently in the planning stage, preparing to enter the communications

superhighway. It is laughable, then, that we need PBS
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2. Taxpayer funding provides the seed money for programming and insures that public

broadcasting remains non-commercial. The Corporation for Public Broadcasting only

contributes 14 percent of the public TV system's funding. But money is fungible. We can

just as easily say that programming is funded from the other 86 percent of the system. And

PBS is awash in money.

Despite the stated intention of avoiding crass commercialism, PBS programs and producers

are raking in millions of dollars in merchandising revenue. Bamey is the third largest

grossing entertainer in the United States. Sesame Street's gross merchandising revenue is

comparable to that of the National Hockey League. Bill Moyers makes undisclosed millions

off PBS Home Video royalties, which amount, it should be noted, he refuses to disclose.

Stations like WETA have their own stores to sell merchandise. Minnesota Public Radio's

"Wireless" catalogue has been so successful that MPR had the revenues to spend S12

million on a frequency in the middle of the FM dial. Rather than applaud this private-funding

success, CPB actually attacked it. The Washington Post reported CPB President Richard

Carlson complained about Minnesota Public Radio catalogue sales: "It's damn hard to go up

on the Hill and ask for millions of dollars when they're making millions of dollars off

Beethoven T-shirts." Please remember that quote as you consider the future of CPB.

There is no need for taxpayer funding of public broadcasting. We can't afford it in an era of

200-billion-dollar deficits. Politicians on both sides of the aisle have pledged fiscal restraint

and expressed the need to find efficiencies. Nothing in the budget is more utterly

unnecessary. Public broadcasting will not only not suffer in a privatized system - this will

create the financial impetus for the entire system to improve, both fiscally and
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programmafically.

3. Public broadcasting provides a diversity of voices unheard on the commercial networks .

That's true. CPB has a long history of using taxpayer funds not for popular shows, but for

controversial, and yes, dishonest public-affairs programming that offends taxpayers --

sometimes deliberately. CPB has been mandated by law to insure objectivity and fairness in

all programming of a controversial nature, and it has ignored that law for 27 years. In 1992,

the Congress strengthened that language, demanding that CPB begin to evaluate the

content of programming. Instead of monitoring its own programming, its response was to

release a highly misleading, and subsequently discredited poll which claimed the American

people could find no bias. CPB has operated in contempt of the law and in contempt of

Congress.

This week, they did it again. CPB spent thousands of dollars to produce a poll claiming the

public wants PBS to continue. Congress should not only demand to know why CPB is using

taxpayer funds to lobby for more taxpayer funds, it should explore the ethics behind this

lobbying effort. If it hasn't been entered into the record, I'd like to quote the expert opinion of

Andrew Kohut, director of the Times Mirror Center for the People and the Press. Of the CPB

poll, he said the "payoff' question asked whether federal funding should be increased,

remain steady, or be cut, followed a question listing the virtues of public broadcasting. His

conclusion; "This research doesn't prove it or disprove it." In other words, CPB is using the

oldest political trick in the worid, loading a poll to generate the numbers they wanted. And

I'm outraged that I, as a taxpayer, am paying to fool you.

Examples of CPB's failure to enforce its legal mandate of balance begins with the millions it
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has spent in the last few years to fund the "POV" series, which included "Tongues Untied,"

a homoerotic documentary featuring black gay men and nudity, blatantly promoting, in the

most vivid of terms, homosexual intercourse on prime time television. Example: in 1990,

CPB funded "Race to Save the Planet," allowed no conservative viewpoint in its entire ten

hours. Example: the Media Research Center's study of three years of the CPB-funded

"Frontline" series, which has no corporate underwriters, identified eight programs on the

environment and seven on race relations without a single conservative viewpoint. "Frontline"

spent hours passing on fully discredited conspiracy theories against the Reagan

administration's foreign policy (including the Congressionally-debunked "October Surprise"

theory), and has refused to correct the record, never mind apologizing to those slandered --

again, with taxpayer money. Example; this week, PBS stations have aired the series

"America's War on Poverty," funded in part with $186,000 of CPB money, intended to

disprove the conservative position on welfare reform. Can CPB honestly declare before

Congress that this kind of programming has no political agenda?

Let's face it. Conservatives have the power to take over the reins of this massive political

machine and use it to advance our own goals. It would be an awesome weapon to have. But no

conservative wishes to do that. This should not be a playground for anyone. It is fiscally

in-esponsible to continue funding this dinosaur, ethically wrong to claim there is a need for

government to do it.

Historians will debate if PBS might have done some good in the 1970s, when the

infonmation superhighway only seemed to have four lanes. But historians will laugh at the

proposition that public broadcasting was needed today, and wonder why it's still alive.



955

Thursday, January 19, 1995.

WITNESS
ROBERT KNIGHT, FAMILY RESEARCH COUNCIL

Mr. Porter. Our next witness is Robert Knight of the Family
Research Council. Mr, Knight.
Mr. Knight. Thank you, ladies and gentlemen. I am Robert

Knight, Director of Cultural Studies for Family Research Council,

and I wrote, produced and directed the Children of Table 34, Fam-
ily Research Council's new video regarding the work of Alfred
Kinsey, so I feel like something of an artist myself. I am also some-
thing of a journalist. I was in journalism for 15 years, 7 of them
with the Los Angeles Times as a news editor. I was a media fellow

at the Hoover Institution for a year.

It has been said a lot that we are a diverse Nation and, in fact,

diversity seems to be a byword of many Federal programs these
days and that is true. That is one reason that I am opposed to Fed-
eral funding of the Corporation for Public Broadcasting.
There are so many views out there. No one could figure out

which ones to put forward at any given time with any sense of ob-

jectivity. In fact, I would like to attack the myth of objectivity. Ev-
eryone has opinions and, again, there is nobody smart enough to

determine which one should be aired at any given time. I think the
market does the best job of that. We are often told, if you do not
like it, turn it off. The taxpayer does not have that option. The tax-

payer has to pay for it whether the taxpayer likes it or not.

Now, my concern is not so much with the funding aspects, al-

though I think it is more the symbolism. In fact, the Federal tax-

payer is forced to fund programming that may be inimical to that
person's beliefs. There is so much antifamily propaganda on NPR
and PBS that one might even conclude the folks there are obsessed
with validating nontraditional life-styles at taxpayer expense.
There are exceptions, and I heard one just the other day on NPR.

All Things Considered ran a show on marriage and its value to so-

ciety. The report included interviews with people who did not think
marriage was all that hot. They included interviews with academ-
ics who said, you know where we find marriage, we find fewer so-

cial problems. It was a very objective show; and, to put it mildly,

uncharacteristic of NPR. I would praise by name the reporter of

this excellent piece, but he is probably already in enough trouble

as it is.

CPB was created in 1967 as it was said to meet the need of

broadcasting that just did not make it, did not get on the air for

one reason or another. You cannot say that anymore. There are,

11,700 radio stations, more than 3,100 television licensees. Statis-

tics speak for themselves. We have the Internet. People are com-
municating in new and different ways. We do not need, honestly,

government subsidies for one particular point of view.
And I have to say that reviewing the programming on a day-by-

day basis of NPR and PBS, you just have to conclude there is not
only a bias there, it is a very pronounced bias and the bias is this:

It is against free market economics, it is against traditional family
structures, it is a bias against conservatives in general and Chris-

tians in particular.
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Sheldon Richman very articulately talked about the separation of
church and State or talked about why government-funded opinion
is anathema to those of us who cherish freedom. He quoted Thomas
Jefferson. Freedom of speech really is dear to Americans, and be-
cause it is, nothing should be more alien to us than government
speech. Any time the government funds something, it smacks of of-

ficial speech.
We heard about that wall of separation between church and

State and that is supposed to guarantee religious freedom. But the
First Amendment wall between free speech and the State should
be just as high or higher because it incorporates or enhances reli-

gious freedom. Social analyst Michael Schwartz pointed out when
the government uses tax money to promote particular views, it

interferes in the free speech market, just at it would be doing in
the religious market by sponsoring a particular church. The gov-
ernment has no business doing it.

I could reel off a number of programs that I found objectionable
personally and Christians have found objectionable. Jews have
found programs objectionable. You have heard from Mr. Safian.
But I think the main point is that nobody can be objective—the
taxpayer can be better served by using his own tax dollars to sup-
port the kind of programming he or she would like, and I think the
greatest threat to the Nation is the failure to create or prevent the
breakup of the two-parent family.

Certainly PBS and NPR have not devoted a whole lot of pro-
gramming to the importance of families. They have been too busy
presenting alternative family structures. When we talk about the
family breakup, they talk about liberating someone sexually. They
have been at war with the family for two decades now.
Sesame Street, which is normally not very objectionable—it is a

fun show; it is good entertainment—did not even have a regular in-

tact two-parent family for two decades. It was so noticeable that
they finally did add one. They realized that children were watch-
ing, spending a lot of hours watching the show and never seeing
family life.

Since Mr. Lavar Burton will be testifying in the next panel, I

would just like to mention that my children have seen Reading
Rainbow. Again, it is a fun, entertaining program. But you would
not mistake it for education. I think that is another myth that has
to be punctured. Even Sesame Street has been sold as an edu-
cational magic bullet. There is no evidence that it is. There is no
evidence that two, three four-year-olds have to learn the alphabet.
They can pick it up like that when they are five or six years old.

Sesame Street is a babysitter for children. It keeps them occu-
pied while mom or dad are doing something else, and I think if you
really cared about children's education you would try to find ways
of preserving family time with children, find ways that parents
could spend more time with children. It turns out the greatest in-

fluence on children is their parents and Sesame Street has done as
much as anything else in this country to foster the idea that we
can plop the kids down in front of the TV and there will be no ad-
verse effects so long as the program is, quote-unquote, educational.
It is just not so. They do not get the kind of feedback they do from
talking to their parents.
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Even on Reading Rainbow. I have seen my own children say, boy,

look at that book on Reading Rainbow, and I have gone out and
bought the book and taken it home and read it to them. And they
have said, okay, that is a nice book; what is on TV. I am afraid

book reading just does not stack up to that profusion of colorful im-
ages that cascades across the TV screen. It is addicting.

If you look at SAT scores, you cannot say that educational TV
has had a great effect on children in this country. The ability to

reason has declined as children have become more impressionistic.

They are used to sounds and colors and it is no wonder that edu-
cation is geared toward feelings and self-esteem rather than ration-

al concepts and hard core subjects like math, history, and science.

Finally, again. Sesame Street in and of itself is not objectionable

to me, and it will probably do very well in a private network, but
there are some things that have been objectionable.

Sesame Street Parents magazine, for instance, put out by the
Children's Television Workshop, has an advice columnist. Dr. Law-
rence Baiter of New York University. In the January-February
1994 issue, he advises parents that masturbation is a tension re-

lieving activity much like hair twirling and thumb sucking. Mas-
turbation can also help a child learn more about his body and help
him develop positive attitudes towards sex. Joyceljni Elders was
not the first person to start pushing masturbation on the American
public. Children's television network was way ahead of her.

Children's Television Workshop also put together a video first

produced on PBS called What Kids Want to Know About Sex and
Growing Up. This was an attack on traditional family values in the
guise of science. None of the instructors used the word "marriage"
in any context at all. Sex is portrayed strictly as a physical act

without the larger moral and social contexts that constitute the
real facts of life. Husbands and wives are not mentioned, just part-

ners. Clearly, the agenda is to devalue the traditional American
family and to tell us that partners are interchangeable, that a gay
couple is just as good as a mom and dad. They do the same things
in the bedroom and, kids, it is okay. You might even want to try

it yourself.

That is as bad as it gets, and that is what we have been funding
with our tax dollars. It should stop. I don't know any parent in

America who would take money out of his or her pocket to fund an
assault on children like that and yet they are forced to as tax-

payers. It is a disgrace and it should end now and you can end it.

Thank you very much.
Mr. Porter. Thank you, Mr. Knight.
[The prepared statement of Robert H. Knight follows:]
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Public broadcasting, according to its advocates, exists primarily to provide views that

aren't normally available.

In a sense, they are correct. The popular culture promotes casual sex, for instance,

but rarely makes the intellectual case for it. That is left to public broadcasting.

When Married With Children on Fox-TV makes ftm of family virtues, nobody

mistakes it for anything other than vicious satire. But when PBS or NPR throw their weight

behind anti-family progranuning, brandishing feminist studies and interviews with

homosexual activists, we are supposed to take it very seriously indeed.

There is so much anti-family propaganda on public broadcasting that one might

conclude that the folks at PBS and NPR are "obsessed" with validating nontraditional

lifestyles - at taxpayer expense. There are exceptions, of course.

On Tuesday (January 17, 1995), NPR's All Things Considered ran a straightforward

report on the mounting evidence that marital breakdown is socially detrimental, not merely a

change in lifestyles. The report included respectful interviews with people who disagreed
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with that premise. Overall, it was an honest look at the issue. This is, to put it mildly,

uncharacteristic of NPR, whose philosophical imperative, as evidenced by its programming

choices and editmg preferences, is to promote family breakups and teenage homosexual

relationships as milestones in progressive sexual liberation. I would praise by name the

reporter of this excellent recent story on marriage, but he/she/it probably is already in

enough trouble.

The CPB was created in 1967 to meet a perceived need for taxpayer-financed

alternative programming not provided by conunercial networks. That need, if there ever was

one, has passed. The advent of cable television, satellite dishes and improved radio

technology has created an enormous menu of broadcasting choices for consumers. America

has more than 11,700 radio stations and more than 3,100 television licensees, plus 109 cable

networks and another 6,963 translators and boosters, which extend the reach of existing

stations. In addition, computer technology has created a multitude of interactive computer

highways, such as the Internet. It is not as if consumers don't have enough access to

information.

CPB's existence has always been based on an anti-free market philosophy.

Proponents have said that the market is incapable of providing good programming, so the

government must step in and do it, to the tune of $285.6 million aimually. This insults the

intelligence of the viewing/listening public, because it assumes they won't appreciate or

support good programming. Yet the shows that register high ratings on PBS turn out to be

the very programs that the public perceives to be excellent: Sesame Street, Barney and

Friends, The MacNeil-Lehrer NewsHour, and Masterpiece Theatre, for example. All of these
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shows are generating more than sufficient revenue from sponsors, donors, grants and product

marketing. They do not need taxpayer subsidies.

In a more general sense, the entire idea of government-funded (that is, taxpayer-

funded) media is probably unconstinitional. If freedom of speech is dear to Americans, and

it is, then nothing should be more alien than the notion of government intervention. We often

hear about the wall of separation between church and state, which is supposed to guarantee

religious freedom. But the First Amendment wall between free speech and the state should

be even higher, because it incorporates and enhances religious freedom.

As social analyst Michael Schwartz has pointed out, when the government uses tax

money to promote particular views, it interferes in the free speech market, just as it would

skew the religious market by sponsoring a particular church. The government has no

business doing that in a free society.

Just as government-funded media cannot promote a particular religious viewpoint,

government has no business criticizing religious beliefs or practices. Yet public broadcasting

airs anti-Christian programming, often under the auspices of homosexual activism.

In 1992, for example, the PBS grant recipient P.O.V. (Point of View) series produced

"Faith Even to the Fire," described as "a crisis of conscience among three American nuns

who condemn the Catholic Church's lingering racism and sexism." P.O.V. also produced

the anti-Catholic "Stop the Church," and has portrayed Christians who oppose the

homosexual rights movement as hateful, uneducated bigots.

One of the worst examples of PBS' anti-Christian programming was the 1994 PBS hit

piece against the Christian ex-gay movement entited One Nation Under God. This
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documentary contains a multitude of lies and distortions, falsely implying, for example, that

Christian ex-gay therapists favor shock treatment as used in Nazi Germany. Dishonest

editing portrays one ex-gay completely out of context, making him say, "God hates

homosexuals," when in fact he really said, "I used to think God hates homosexuals, but now

I know that God loves them.

"

In October 1993, NPR broadcast a documentary. In Jesus' Name: The Politics of

Bigotry, which compares politically active Christians to the Nazis and the Ku Klux Klan.

In September 1993, NPR's All Things Considered carried a story in which Colorado Springs,

where many Christian ministries are situated, was depicted as a "place of religious

extremism" where children are no longer safe.

Public broadcasting, with some exceptions that would fare well without government

subsidy, functions as a piggy bank for ideological radicals. These folks are entitled to their

views, but not to a portion of the paychecks of those whose beliefs they continually trash.

Thomas Jefferson, who swore to oppose all "tyranny over the mind of man, " warned that a

severe form of such tyranny was the forcing of people to subsidize views with which they

disagree.

PBS and NPR, which receive millions of dollars in taxpayer subsidies, are

megaphones for radical feminism, the abortion lobby (the "heart" of the feminist movement),

homosexual activism and pantheistic charlatans like Joseph Campbell, who, with the help of

Bill Moyers, shoved 4,000 years of Judaism and Christianity into a cubbyhole labeled

"myths."

Public broadcasting advocates often point to popular, uncontroversial series such as
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Barney and Sesame Street to epitomize PBS programming. They tell us that "most"

programming, is in fact, uncontroversial, which may be true.

But this is like saying that a glass of milk laced with arsenic is "wholesome,"

because, after all, it's mostly milk. So we should swallow it anyway.

You could make the case that public broadcasting's anti-family, anti-religious, and

pro-homosexual programs are only occasional outbursts of infamy, and therefore should not

color our view of PBS and NPR as a whole. In fact, you might want to employ Big Bird to

stand in front of the closet full of oddities, hoping the guests won't notice much before

departing for another year. But open that closet and some suprising items fall out:

• In July 1994, a mother in Akron, Ohio, was shocked to find a program titled What

if I'm Gay sandwiched between Kidsongs TV and Sesame Street from 10:00 to 11:00 a.m. on

her local PBS station. The mother's concern about placing such programming at a time

when many pre-school children and toddlers are watching T.V. seems to have been largely

ignored by the station. When the woman called the station to complain, the programming

director defended the show, saying, "The quality of the program is unquestionable. It has

good writing and production and is well thought out.

"

• Children's Television Workshop publishes Sesame Street Parents magazine, which

features an advice colunm by New York University psychologist Lawrence Baiter. In the

January/February 1994 issue. Dr. Baiter advises parents that masturbation is a "tension-

relieving activity that, much like hair twirling and thumb-sucking, serves to soothe and calm

children. Masturbation can also help a child learn more about his body and help him develop

positive attitudes toward sex....Avoid telling your son that touching himself is 'not nice.*"
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• In May of 1992 PBS broadcast a documentary called What Kids Want to Know

About Sex and Growing Up. Produced by the Children's Television Workshop, the show

was an attack on traditional family values in the guise of a pseudo-scientific presentation.

The program contains graphic sexual information aimed at children as young as 8 years old,

and was made with the help of the Sex Information and Education Council of the United

States, an organization devoted to "child sexuality" which has promoted masturbation and

homosexuality lessons for children.

In the video, children are encouraged to use condoms without being informed about

high condom failure rates. Abstinence, that is, delayed sex, is given only a passing mention.

Parents are nearly invisible, as are clergy or any other adults who would normally articulate

moral and familial ramifications of sexuality. None of the instructors use the word

"marriage" in any context. Sex is portrayed strictly as a physical act, without the larger

moral and social contexts that constitute the real "facts of life." "Husbands" and "wives" are

not mentioned, just "partners."

• The Independent Television Service (ITVS) has been awarded more than $38

million in public broadcasting funds since 1989. For that sum, according to public media

watchdog COAf/AT magazine, the public has received a mere nine hours of programming.

Perhaps this is a blessing, given ITVS's focus. One five-hour series called Television

Families, for which ITVS (through the taxpayers) ponied up $1.9 million, plans to feamre

"tales of more or less dysfunctional families" which "all fall outside the mainstream." ITVS

earlier had announced that it is seeking programs that will "test the boundaries, both of form

and content, that have defined the family's role on television." These include "new



964

alternative households, new patterns for adoption and birth...new articulations of rights for

children.

"

The anti-family agenda in this case is obvious. It incorporates and goes beyond

Murphy Brown's glorification of single motherhood. The term "alternative households" is

often used to describe homosexual households and other non-traditional households, putting

them on the same moral plane as traditional families. "New patterns for adoption and birth"

are terms used to describe adoption of children by homosexuals and artificial insemination.

"Children's rights" is the anti-parent philosophy in which the sute knows best when it comes

to handing out condoms, referring children to abortionists and otherwise undermining the

authority of parents.

• Another ITVS offering is Dottie Gets Spanked, a mockery of 1950s American

family life from the producer of the cult homosexual films Superstar and Poison. Yet another

is Terminal USA, described by the ITVS newsletter Buzzwords as being about "wholly

unwholesome folks" who "cram a lot of skeletons in their closet: drug abuse, homosexuality,

teen pregnancy, elderly abuse, unemployment, and infidelity (with the pizza delivery boy) -

all under one roof." Making a gramitous slam on conservative Christians, Buzzwords

concludes: "Unlike the absolute 'family values' of censorship-minded evangelicals, TV

Families values all kinds of families."

• In 1992, P.O.V. began its series with Color Adjustment, a documentary by the late

homosexual writer and AIDS victim Marlon Riggs of Tongues Untied fame, who complained

about the heterosexual bias of most family programming: "Have we exchanged the myths of

pre-television America for new fictions just as confining, for impossibly rigid, homogenized
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fictions of the family, and the American dream....?"

These are just a few examples, but the pattern is obvious: Ozzie and Harriet are dead

(or never existed), and the enlightened radical elite are creating new forms of families to

carry us into the sexually liberated future.

Perhaps these views are popular among those in radical playpens like PBS and NPR,

but they should not be funded by American taxpayers. Tax-supported public broadcasting is

a government assault on freedom of speech, religious freedom and traditional family values,

and the subsidies should end in this Congress.

Thank you.
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Thursday, January 19, 1995.

WITNESS
BERNARD LUSKIN, PRESIDENT, JONES EDUCATION NETWORKS

Mr. Porter. Next Dr. Bernard Luskin of the Jones Education
Networks. Dr. Luskin.
Mr. Luskin. Thank you, Mr. Chairman, good afternoon, and

Members of the subcommittee. I am Bernard Luskin. I am Presi-

dent of Jones Education Networks, a subsidiary of Jones Inter-

national, including Mind Extension University, The Education Net-
work, Jones Computer Network, and the soon to be launched
Health and Language Networks.

I am very pleased to be here today but I also have one request,
Mr. Porter. We were only advised of the opportunity to participate
less than 48 hours ago, so I flew in last night from Denver and,
therefore, I would like to ask the committee for permission to sub-
mit a fuller, more detailed statement for the record in the next few
days, if that is appropriate, and we will get it to you as soon as
possible, and I thank you for that.

Mr. Porter. Absolutely.
Mr. Luskin. First, let me say what I am here to do and what not

to do. With all respect to my colleagues on the panels, I am not
here to attack public broadcasting per se. I have too strong a per-
sonal attachment to do that, and it is not a part of my message to

the panel. I spent 20 years directly involved in public broadcasting
and public broadcasting is part of my own personal history. Among
other things, I helped to found and was a senior executive at a pub-
lic broadcasting station, KOCE, in California, serving 10 years as
its Vice President for Educational Programming, a member of its

executive committee, with direct responsibility for all telecourses
during my eight-year service as President of Coastline Community
College, a college with no campus, offering courses by television.

In addition, I was part of the group that set up the PBS Adult
Learning Service, and as long ago as 1970, I directed the higher
education, Title I study, funded to develop the model telecourse and
modem method of offering telecourses called Project Outreach, and
was the executive producer in California of that project's result,

which was the telecourse. Contemporary California Issues, which
serves as the model for telecourses being used today.
You might say, therefore, that I have an unique vantage point

from which to view both sides of the issue that is being discussed,
and what I am here to suggest is that if there is a legitimate role

for a taxpayer-funded CPB, a point of view some of my fellow pan-
elists may not concede, it certainly is not to duplicate, compete
with or, worse, attempt to preclude and monopolize services al-

ready being provided by private enterprise and financed by private
investment. We at Jones Education Networks have learned the
hard way over the past few years that this danger is very real in

the area of our business, which centers on distance learning.

Distance learning using existing satellite, broadcast and cable
methods provides opportunity and access to formal education for

those in remote geographic areas, the underserved in urban areas,
those with disabilities or those with life conditions, such as work-
ing single parents, that create impediments to conventional access
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to quality education as well as a diverse set of new options for peo-
ple both domestically and internationally in the broadest sense.

Having discovered distance learning and the exploding tech-

nologies which make it so much more available and usable, CPB
has embarked on an ad campaign with the tag line, "If we do not
do it, who will," which was mentioned earlier. I must answer that
question, we will. We are doing it right now. And we have been
doing it for seven years, all with private capital. We are providing
anytime, anywhere, anyway access to degree-granting education in

partnership with more than 100 American colleges and univer-
sities.

We now carry credit courses for more than 34 colleges and uni-
versities and more than 100 community colleges. We offer 10 de-

gree programs, including a B.S. degree in nursing, with California

State University at Dominguez Hills; a hotel restaurant manage-
ment degree with the University of Delaware; a bachelor's in busi-

ness administration degree with the University of Maryland, and
another one with Regis University; a master's degree from both
George Washington University and the University of Arizona, just

to note several examples of programs now carried on the cable and
satellite networks that we operate.
Jones Education Networks, through its Mind Extension Univer-

sity and Mind Extension Institute and the Jones Computer Net-
work and our emerging Health and Language Networks are lead-

ing the way in pioneering self-supporting industry education rela-

tionships based on the emerging new digital world of distance
learning. I will go through several examples to create some per-
spective.

We are now in about 26 million homes in the United States, in

terms of college on cable with Mind Extension University programs
carrying the programs I described. We are wiring schools and hos-
pitals for distance learning in telemedicine projects across the Na-
tion. We have an extensive cable interactive program in Jefferson
County, Colorado, the American Memory Project, Global Library
Project with the Library of Congress. A whole variety of projects.

Telemedicine project in Augusta, Georgia.
We are helping to preserve America's heritage and trying to work

with the line of Congress on the American Memory Project and
have provided a full-time staff member in the Library to foster the
digitization of the database of the Library of Congress in working
on the Global Library Project, which is a vision we are trying to

help fulfill from the private sector.

Providing research, and training for teachers, our master's de-

gree program, in partnership with George Washington University,

is designed to help teachers learn to use technology in teaching and
is really quite successful.

We have established the International Community College as a
venture between Jones Education Networks and the League for In-

novation in the Community College which represents the majority
of leading community colleges in the United States which will offer

community college programs both domestically and internationally,

and we have already launched, on the super channel in Brazil, we
have launched in Monterey, Mexico, we have launched in the Unit-
ed Kingdom, we are going to launch in Taiwan and in Thailand in
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the spring, and these are private-pubhc partnerships with Ameri-
ca's community colleges and other universities in the international

aspect of education.
We are working with the American Association of Retired Per-

sons that have launched a joint series of career changes and life

adjustment for older adults, which we put on cable.

We are involved in the Jason Project with Ballard with respect

to environment, Achievement TV, Cable in the Classroom.
I could go on and on, but I will not. I wanted to mention a couple

of examples, because of time.

We are taking a leadership role with The Global Association for

distance education. We are pioneering new educational services, in-

cluding interactive and on-demand educational programs in the
new cable world, and we are doing all this with private capital. In
our view, distance learning will grow apace in the short-term fu-

ture. All the research points to this.

The future should be based primarily on self-supporting private-

public partnerships as exemplified in our new International Com-
munity Project and our new agreement to partner with the State
of Colorado through its Office of Community College and Occupa-
tional Education to offer programs throughout the State as a na-
tional model and our partnership with the AARP and other colleges

and universities, which I have mentioned.
The future simply cannot be a mirror of our own past experience,

not mine and not yours. We must adapt to the emerging 1,000
channel world, which was mentioned earlier, and adapt to satellite

access to a new and diverse domestic and especially a global world.

The role, if any, for taxpay«r-funded broadcasting service must be
rethought. The private sector should lead the way.
As pointed out in an editorial in this morning's Washington Post,

CPB's recent and largely speculative forays into distance learning
are not at the core of whatever the public mandate was or is. We
would argue that the public's money should only be sent to assist

in providing services the private sector cannot or will not provide,

and to focus on distance learning is not one of those.

Jones Education Networks and its growing success, I think, is

proof of that. Let us eliminate the confusion through clarifying the
vision. Let us urge national and international growth in distance
learning and let us do it through encouraging private sector initia-

tive with a broad social conscience. Thank you, Mr. Chairman.
Mr. Porter. Thank you. Dr. Luskin.
[The prepared statment of Dr. Bernard Luskin follows:]
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STATEMENT

BEFORE THE SUBCOMMITTEE ON LABOR, HHS & EDUCATION
HOUSE COMMITTEE ON APPROPRIATIONS

RE: CPB FUNDING RECESSIONS

DR. BERNARD LOSKIN
PRESIDENT, JONES EDUCATION NETWORKS

Good afternoon, Mr. Chairman and members of the

subcommittee. I'm Bernie Luskin, President of Jones Education

Networks, a subsidiary of Jones International including Mind

Extension University; The Education Network, The Jones Computer

Network and the soon to be launched Health and Language Networks.

I'm very pleased to be here today, but I also have one

request. We were only advised of the opportunity to participate

less than 48 hours ago; I flew in late last night from Denver.

Therefore, I'd like to ask the Committee for permission to submit

a fuller and more detailed statement for the Record in the next

few days - we'll get it here as soon as possible - and now,

therefore, I will simply make a brief statement here today.

Thank you, Mr. Chairman, and I appreciate your consideration.
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First, let me say what I am here to do - and to not do.

With all respect to my colleagues on this panel, I am not here to

attack public broadcasting per se . I have too strong a personal

attachment to do that, and it's not a part of my message to this

panel. I spent 20 years directly involved in public broadcasting

and public broadcasting is part of my personal history. Among

other things, I helped to found and was a senior executive of a

public broadcasting station, KOCE-TV in California, serving for

ten years as its vice-president for educational programming, as a

member of its executive committee, with direct responsibility for

all telecourses during my eight year service as President of

Coastline Community College, a college with no campus, offering

courses by television. In addition, I was part of the group that

set up PBS' Adult Learning Service. And as long ago as 1970, I

directed the Higher Education Act, Title I - funded project to

develop the model telecourse and modern method of offering

telecourses {Project Outreach) , and was executive producer in
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California of that project's result, which was the telecourse

Contemporary California Issues , which serves as the model for

telecourses today. You might say, therefore, that I have a

unique vantage point from which to view both sides of today's

issue.

What I am here to suggest is that, if there is a legitimate

role for a taxpayer - funded CPB (a point some of my fellow

panelists may not concede) , it certainly is not to duplicate,

compete with or, worse attempt to preclude and monopolize

services already being provided by private enterprise financed by

private investment. We at JEN have learned the hard way over the

past few years that this danger is very real in the area of our

business, which centers on distance learning.

"Distance learning" using existing satellite, broadcast and'

cable infrastructure provides opportunity, and access to formal

education for those in remote geographic areas, the underserved

urban areas, those with disabilities, or those whose life
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conditions (such as working single parents) create impediments to

conventional access to quality education as well as a diverse set

of new options for more people both domestically and

internationally.

Having discovered distance learning and the exploding

technologies which make it so much more available and usable, CPB

has embarked on an ad campaign with the tag line, "If We don't Do

It, Who Will?" I must answer that We Will. We are doing it,

right now, and have been for 7 years - all with private capital.

We're providing "anytime, anywhere" access to degree-granting

education, in partnership with more than 100 American Colleges

and Universities.

We now carry credit courses for more than thirty four-year

colleges and universities and more than one hundred community

colleges. We offer ten degree programs, including a B.S. Degree

in Nursing with California State University at Dominguez Hills, a

hotel restaurant management degree with the University of
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Delaware, a bachelors in business administration degree with both

the University of Maryland and with Regis University and masters

degrees from both George Washington University and the University

of Arizona, just to note several of our programs.

Jones Education Networks, through its Mind Extension

University and Mind Extension Institute, and Jones Computer

Network, and our emerging health and language networks are

leading the way in pioneering self-supporting industry-education

relationships based on the emerging new digital world of distance

learning.

Presently we are:

• reaching 26 million households throughout North America with

Mind Extension University: The Education Network, which

provides college completion, graduate and professional

school credit and degrees from more than 100 American

colleges and universities.
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wiring schools and hospitals for distance learning and

telemedicine projects across the nation - for example we

have an extensive cable interactive program in Jefferson

County, Colorado based on our American Memory and Global

Library Projects both with the Library of Congress. We are

setting up a education-on-demand service in Alexandria,

Virginia.

Helping to preserve America's heritage, and make it

available to all Americans, by our work with the Library of

Congress on the American Memory Project and through funding

a full time staff member at the library and helping to

facilitate a digitized data base and to globalize the

effort.

Providing re.=!earch and training for teachers and

administrators of distance learning through the Mind

Extension Institute, including a masters degree program with
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George Washington University in helping teachers and

trainers to learn to use technology in teaching and training

Promote domestic and lifelong learning and worker retraining

in launching the International Community College. We have

formed and announced the establishment of a partnership with

the League for Innovation in the Community College to

incorporate the ICC, and to offer programs both domestically

and international. We are already in deep discussion, and

have launched the M.E./U. Education Network in the United

Kingdom, in Brazil, in Monterey, Mexico and in Germany. We

are launching in both Taiwan and in Thailand in the spring.

Our theme is "partnerships," at home and abroad.

We are working with the American Association of Retired

Persons and have launched a joint series on career changes

and life adjustment for older adults.
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• We are heavily involved with the. Jason Project, Achievement

TV and Cable In The Classroom, bringing educational

opportunities to young people.

• We are taking a leadership role with G.A.D.E., The Global

Association for Distance Education.

We are pioneering new educational service, including

interactive and on-demand educational programs, and

• We are doing all of this with private capital .

In our view distance learning will grow apace in the short

term future. All the research points to its growth.

The future should be based primarily on self-supporting

private - public partnerships, as exemplified in our new

International Community College project, our new agreement to

partner with the State of Colorado through its Office of

Community College and Occupational Education, and our

partnerships with AARP and with the many colleges and

universities with whom we are associated.
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The future can not be a mirror of our own past experience;

not mine, not yours. We must adapt to the emerging 1000 channel

environment, adapt to satellite access and a diverse, new, global

world.

The role, if any, for a taxpayer-funded public broadcasting

service must be rethought. The private sector should lead the

way. As pointed out in an editorial in today's Washington Post .

CPB's recent and largely speculative forays into distance

learning are not at the core of whatever public mandate it has.

We would argue that the public's money should only be spent to

assist in providing services the private sector can't or won't,

and a focus on distance learning is not one of those. Jones

Education Networks, and its growing success, is proof of that.

Let us eliminate the confusion through clarifying our

vision. Let's urge national and international growth in distance
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learning, and let's do it through encouraging a private sector

initiative, with a broad social conscience.

Thank you, Mr. Chairman.

10
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Thursday, January 19, 1995.

WITNESS
JIM WARNER, NATIONAL RIFLE ASSOCIATION

Mr. Porter. Our final witness on this panel is Jim Warner of the
National Rifle Association.
Mr. Warner. Thank you, Mr. Chairman, Members.
First, I would like to clarify one thing. I don't want it thought

that I came here to speak on behalf of censorship. In 1990, I re-

ceived the H.L. Mencken Award for an op ed piece I had published
in The Washington Post the year before opposing the effort to
amend the Constitution to punish flag burners. I defended the
rights of people to bum our flag even though I had received two
Purple Hearts defending it.

I defended flag burners because I believe everyone has the right
to speak his mind. But there is a corollary to this right, and that
is no one should be compelled to support a creed, a belief, or par-
tisan doctrine with which he disagrees. Freedom of speech implies
freedom from compelled speech. You cannot have one without the
other.

When public broadcasting was created, the people who went in
and took over the Citadel immediately raised the drawbridge be-
hind them. They used the ruse of insulation from political inter-
ference. They are still inside and the rest of America is still out-
side.

Congress funded public broadcasting with our money but they
explicitly protected the recipients of this money from any need for
accountability to us. For example, public broadcasting is not subject
to the Freedom of Information Act. We do not know who sets the
salaries for public broadcasting. When a show makes money, we do
not know where the money goes. Recently Ervin Duggan, the chief
executive officer of the Public Broadcasting System, went further
and said there should be even further insulation for the manage-
ment of public broadcasting from what he called the political vagar-
ies and ideological whims of the appropriations process. That is

what we call representative democracy.
Public broadcasting represents the political, cultural, and spir-

itual values of a tiny minority who think of themselves as elite and
sophisticated and seem to believe themselves divinely appointed to
enlighten the rest of us. A sermon that is seen by the preacher as
enlightenment may be seen by those who hear it as propaganda.
I would like to give you a few examples of those that we thought
of in that way.

In 1989, NPR conducted an editorial essay in support of gun con-
trol. In one broadcast, NPR reporter Nina Totenberg said: "There
may be a lively debate about whether the Constitution confers on
individuals the right to bear arms, but that debate is not going on
in America's courts, its law schools, or its scholarly legal journals.
Indeed, even the National Rifle Association could not recommend
for this broadcast a single constitutional law professor who could
defend the Second Amendment as conferring on individuals the
right to bear arms."

I did an informal survey of the literature between 1960 and 1989
and found 28 law review articles supporting the thesis that the
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Second Amendment protects an individual's right, including the
Journal of the American Bar Association.
What about the constitutional law professors? In December 1989,

the very month in which the broadcast was aired. University of
Texas Professor Sanford Levinson had published an article in the
Yale Law Review entitled "The Embarrassing Second Amendment,"
in which he said the right protected, not conferred, as she would
have it, was an individual right.

And the names of the legal scholars? When asked for the names
of scholars, NRA spokeswoman Debbie Nauser gave Ms. Totenberg
the names of three scholars. In the words of American philosopher
Josiah Royce, it seems the reporter had woefully misplaced her on-
tological predicates.

More recently, the crime strike division of the NRA, following the
murders of several Korean-American merchants in the District of
Columbia, met with a group of these merchants to discuss legisla-

tion which would impose mandatory minimum sentences on violent
criminals in the District of Columbia. After the meeting, an NPR
commentator, Bebe Moore Campbell gave a harangue against the
NRA for having attended the meeting. She said we had gone there
to tell the Korean merchants all blacks are criminals. She said our
initials should stand for Negro Removal Association. She said we
wanted 16-year-old boys to carry Uzis because the guns would
probably be used to kill a black person. This is not responsible edi-

torializing, let alone news. It is libel.

The NRA was formed in 1871 by officers of the Union Army, who
had just fought a bloody war to end the institution of African slav-

ery. Our first President was General Ambrose Bumside. Included
in subsequent presidencies were Ulysses S. Grant and Phil Sheri-
dan. Unlike any other social organization in this country in 1871,
African-Americans were never excluded from membership in the
NRA. A black member of our board of directors after this broadcast
came to me and told me that as a young boy growing up in the Dis-
trict of Columbia, the only place where he could go where he would
be welcome regardless of his race was a rifle club run by the NRA.

Civil rights leader Roy Innis is on our board of directors. In fact,

the meeting with the Korean merchants had been arranged by
black NRA members in the District of Columbia, and one black
NRA member participated in the presentation. We have asked
every one of the NPR member stations for an opportunity to give
an adequate response to this attack. One and only one gave it to

us.

This is an abuse of public trust. It is wrong to ask us to pay so
that others may tell the world how much they hate us. For many
years, the Federal Communications Commission enforced a fairness
doctrine which required broadcasters to provide balance and fair-

ness on controversial issues. The FCC abolished the doctrine in

1986. It took this step after a study in which they determined that
there were so many broadcast outlets that variety alone would as-
sure that diverse points of view would be presented to the public.

If the FCC is correct, then the market is no longer as it was
originally determined to be, unserved or underserved. If that is

true, there is no longer any need, if ever there was, for public
broadcasting. It may be that commercial stations will not produce
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all the programs that people want to see or hear, but if that is the
case, they can donate to them.
Now, it would be unfair for me to close without noting a broad-

cast which I heard last night. NPR reported on a vote by the Fres-
no, California, city council on whether to require the issuance of
concealed weapons carry permits to any citizen who is not disquali-
fied. This report was different from others we have heard from oth-
ers on NPR. It was straightforward. There was no sarcastic intona-
tions by the reporter. There were innuendos. In fact, the story was
reported as objectively and as accurately as one might hope.

Frankly, if public broadcasting had made this change in the
manner in which it treats the issue years ago, if it had started re-

porting on us without hostility and barely masked hatred we might
not be here today. There is, after all, nothing more fundamental to

our common American culture than a belief in a second chance, a
new beginning.
But I am afraid that that has now past. Before the attack by

Bebe Moore Campbell, our members asked why this institution was
so hostile toward us. Since then, they have asked whether such a
thing ought to exist in a constitutional republic.

Information is power. Congress recognized this when it created
public broadcasting, and then insulated it from the influence of
elected officials. Information is power, and if that power be placed
beyond the control of the public in a public institution, then the
power can be wielded by those who are not accountable to the pub-
lic. Unaccountable power can be abused. Power which can be
abused, will be abused.
The abuse of power by an institution whose access to public

funds makes it unaccountable in the marketplace and whose insu-
lation from elected officials makes it unaccountable in the voting
booth cannot be avoided. A public institution which has no warrant
in the Constitution and which cannot be prevented from abusing
public power is an institution which ought not to exist.

If there were ever a time for public broadcasting, it is past. On
behalf of three-and-one-half million members of the National Rifle

Association, their friends and their families, I ask you to pull the
plug.

Mr. Porter. Mr. Warner, thank you for your testimony.
[The prepared statement of James H. Warner follows:]
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TESTIMONY'
of

James H. Warner

.Assistant General Counsel

National Rifle Association ofAmerica

Some time ago, when a spokesman for NR.A called National Public Radio to complain about a

news report in which we believed that NPR had deliberately misrepresented our views, NPR series

editor Larry Abramson responded, contemptuously, "your p.r. is your problem." So be it. If NPR's

misrepresentations of the views ofNR.A. ore indeed "our problem," our members will endeavor to fix

it. On behalfof our 3.5 million members, their families and friends, I am here to ask you to stop

using our money to pay for propaganda which is thinly disguised as news -- news which is biased, one

sided, subjective, and unreliable; news which, vvhen it comes to repoiting on both die NRA and the

issue of the criminal misuse of fireanns, is frequently false and unfailingly flavored with unmasked

hostility to law abiding fu-earms owners.

First let me clari^ one pomt. Tlie NRA has not come here to speak in favor of censorehip. In

fact, I was the recipient of the 1990 H.L. Mencken Award for the best editorial in the nation in tlie

previous year in defense ofthe First .^lendment. I had written an op-ed piece which was published in

the Washington Post on July 17. 1989, opposing the attempt to amend the ConstiUition in order to

punish flag burners. I supported tlic right ofpeople to bum our flag, even Ihough I earned tVNo Puqjle

Hearts defending it.

I defended flag burners because I resolutely believe in the right ofevery .American to speak his

mind. However, tliis right has a corollary, wliich is e\ ery bit as sacred: no American should be

compelled to support a creed, or belieti or partisan doctrine with which he disagrees. You cannot have

one without the other.



In 1967 Congress passed the Public Broadcasting Act Taxpayers were told that public

broadcasting was needed in order to provide quality programming that would ser\'e an "unserved or

underser\'ed" markijt. By design, the elites gained control ofthis creature from the start, then, once

inside the castle, using tlie ruse of "insulation from political interference." they pulled up the

drawbridge and left the rest of i%nerica outside. We are still out here, and they are still inside.

Congress funded it witli our money, but they explicitly protected the recipients from an\ need for

accountability' to us

Public broadcasting represents tlie political, cultural, and spiritual values of a tiny minority

who think ofthemselves as elite and sophisticated. They think that they are divinely appointed to

enlighten the rest of us As they strive to carry out this mission, on its airways one can see, or hear, a

vast arra\ of colorful characters; dyspeptic niisantliropes telling us what tliey don't like about normal

.Americans: disgruntled victims; peevish pur^'eyors of assorted refonns, and every otiier species of

hectoring crank that can possibly be found fighting in the trenches of the culture war. Tlieir message

is propaganda. Let mc give you some examples.

As a Viet-Nam veteran, I remember the thirteen part series on the Viet-N'am war. This series

won an award: it was named "Fihn of tlie Year" by the newspaper Oiian DoiNhan Dan. This is the

newspaper ofthe North \'ict-Namosc .Army, in case you wonder whether the scries was biased. When

.Accuracy in Media produced a series to set the record straight, they were resisted at ever> turn by-

public broadcasting. Many news organizations, which cherish their reputations for honest reporting,

would hesitate to be so one sided. But public broadcasting is unique. It is funded, and protected, by

the govermr.ert. It serves a peculiar audience which does not seem to place a high premium on literal

accuracy in news reporting.

The NR.A has experienced this first hand. In December of 1989 NPR conducted an editorial
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essay, masked as a "news feature," in support of gun control. In one broadcast NPR reporter Nina

Totenberg said "(t)here may be a lively debate about whether the Constitution confers on individuals

the right to bear arms, but that debate is not gomg on in America's courts, its law schools, or its

scholarly legal journals. Lideed, even tlie National Rifle Association could not recommend for this

broadcast a single constitutional law professor who would defend the Second Amendment as

conferring on individuals the right to bear arms."

No debate in .America's scholarly legal journals? .An informal survey ofthe literature suggests

tliat no less tliaii 28 law journal ailiccles supporting tlie tliesis tliat tlie Second Ainendtncut pi otects an

individual riglit appeared between 1960 and 1989; this includes tlie American Bar Association

.loumal. No Constitutional law professors who support this view'' Hardly. In December 1989, the

ver>' month ui wliich Miss Totenberg made tliis broadcast. University of Texas Professor Sanford

Levinson, a distinguished constitutional scholar, had published an article in the Yale ItJw Review

entitled "The Embarrassing Second Amendment." In the article, Profes.sor Levinson says that the right

protected (not "conferred", as she would liavc it), is an individual riglit. So on tlicsc counts, at least,

she was demonstrably, flat out, wrong. Give her the benefit ofthe doubt. Maybe America's premier

legal reporter just hadn't visisted a reasonably well equipped law library to review the Perindical to

Legal Literature, or had not seal the Yule La u Review when she made tlie broadcast.

What about the National Rifle Association and the names of the legal scholars'' This is a

different story. 'When asked for the names of scholars, NRA spokeswoman Debbie Nauser gave Miss

Totenberg the names of tliree (3) - count tliein ~ scholars. Tlicre is no room for doubt here, hi tlic

words of Josiali Royce. the reporter had "willfully misplaced her ontological predicates."

More recently, the CrimeStrike Divi.sion ofNRA, following the murders of several Korean-

.Amcrican merchants in the District of Columbia, met with a group ofthese merchants to discuss seme
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legislation which we had proposed for D.C. Following this meeting, during an NPR news magazine

and docume:;tary broadcast, an NPR commentator, Bebe Moore Campbell, gave a harangue against

the NRA for having attended the meeting. She said that we had gone there to tell Korean merchants

that blacks are criminals. She said that our initials should stand for tlie "Negro Removal .Association."

She said that we wanted sixteen year old boys to carry Uzis because the gun would probably be used

to kill a black person.

This is not responsible editorializing, let alone news; it is vicious libel. The NRA had been

fonned in 1871 by fonner oflficcrb in tlie Union .^iny, men who had fouglit to end slaveiy. The first

signature on our charter was that of Gen. .Ambrose Bumside, who had been forced to stand by and

watch the men of his division slaughtered during the battle ot Sharpsburg, the battle which induced

Lincoln to issue tlie Emancipation Proclamation. Our first president was Gen. Pliil Sheridan, whose

tamous ride may have saved the lliiion Army. Unlike any otlier social organization m tlie country' in

1 87 1 , .African Americans were never excluded from membersliip in the NRA An African American

mc-mbcr ofour Board of Directors, after this broadcast, came to mc and told mc that as a young boy

growing up in the District of Columbia, the only place he could go, where he vvas always welcomed

regardless of his race, was a rifle club run by the NRA. Civil rights leader Roy bmis is also on our

Board of Directors. In fact, the meeting with Korean American merchants had been arranged by black

NR.A members in the District of Columbia, and one black NR,A member participated in the

presentatioa

We have asked cver> one of the hundreds ofNPR member station for an opportunity to give

an adequate response to a scurrilous attack. One, and only one, gave us this right. This is an abuse of

the public trust. However, it does serve to help prove our point. Public Broadcasting is designed, by

tliose who run it, to ser\e as the ever flowing fountain ofvenom, sen. ing the insatiable desire ofthe

-4-
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cultural elites to have someone to hate. As America was the arsenal of democracy during two world

wars, public broadcasting serves as the arsenal of dyspepsia in the culture war. It is wrong to ask us to

pay so that others may tell the world how much they hate us.

Tlie original act required balance and fairness, but thi.s was ignored until 1992 The congress,

fed up with the lack of balance and fairness, tried to strengthen this requirement. This, too, was

ignored. The message should be clear: public broadcasting is broken and cannot be fl.xed

For many year the Federal Coitununications Conmiission (FCC) enforced a "Fairness

Doctiiiic" wliich required broadcastcni to provide balajice and fairness on controvsi^ial issuc-s.. Tlic

FCC abolished the doctrine in 1 986. It took this step after it had conducted an extensive study in

which it detenniiied that there were .<;o many broadcast outlets that the variety alone would assure that

diverse points of view would be presented to tlic public.

If the FCC is correct, then the market is no longer "unserved or underserved." II"that is true,

then there is no longer any need, ifthere ever was, for public broadcasting. It may be that commercial

stations wont produce the sort ofprograms tliat public broadcasting produces. If so, the cultural elites

should have to dig down a little deeper to support the culture war, although the>' should no longer

expect us to subsidize them from the Federal Treasury, or let them deduct it from their income ta.\es.

As for tlie rest of us. the time has come to pull the plug.

-5-
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Mr. Porter. I want to thank each member of this panel for their

good testimony and for staying within our time limit. All of you
were right on time.

Ms, Pelosi. Mr. Chairman, I don't want to disappoint you and
not have a special request at the end of this panel. Mr. Luskin and
Mr. Safian both very kindly, at the start of their remarks, said

what their organization, their affiliation was and why it had stand-

ing on this issue and what their membership was. And I just won-
dered if we could take a minute and the other members of the

panel do something similar. As American citizens, certainly their

opinions are important to us, but since they are here with an affili-

ation next to their names, I know some of us are not completely
familiar with all of these.

Mr. Porter. Ms. Pelosi, I think all of them did that.

Mr. BOZELL. I did not.

Ms. Pelosi. I do not have a clue, for example, what this organi-

zation is, the third one here, and I listened pretty attentively to the
testimony.
Mr. Porter. I am not averse to it if the panelists are not. Let

us start with Mr. Bozell.

Mr. Bozell. Brent Bozell, Chairman of the Media Research Cen-
ter, which is a conservative watchdog organization. We monitor the
media. We publish all sorts of newsletters and books and we have
about 50,000 members.
Mr. RiCHMAN. The Cato Institute is a public policy research insti-

tute, a think tank, that promotes solutions to public problems
based on the founding ideals of the U.S. republic; namely, individ-

ual freedom, strictly limited government, and the free market.
Ms. Pelosl Members?
Mr. RiCHMAN. We have contributors who are private individuals,

companies, and foundations. We do not have members.
Mr. Warner. Jim Warner, Assistant General Counsel of the Na-

tional Rifle Association. We have three-and-a-half million members.
They asked us to be here because they felt that some of the things
that were broadcast on public broadcasting had been used politi-

cally against us.

Mr. Irvine. Reed Irvine, Founder and Chairman of Accuracy in

Media, Inc., which was founded in 1969 and has been keeping an
eye on public broadcasting and others in the media ever since then.

We publish a newsletter, the AME report. We have a daily radio

commentary called media monitor, carried on 200 radio stations,

and we have a weekly television show carried on national tele-

vision. We have a lecture bureau and a good many other things.

Our membership has varied over the years. Now it is about 15,000.

Mr. Luskin. Bernard Luskin, President of Jones Education Net-
works, which is part of the Jones Company. Jones Intercable is the
eighth largest cable operator in the United States. We operate
cable networks. Mind Extension University, which is in 26 million

homes. We operate Jones Computer Network, which is now in more
than—^well, it is in more than 26 million homes because it is car-

ried on MEU. We are launching a health network and language
network in the spring, both domestically and internationally, and
we are college on cable by satellite and by interactive system.
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Mr. Jarvik. Laurence Jarvik, Washington Editor of the Center
for the Study of Popular Culture. The President is David Horowitz
and the Vice President, Peter Collier. It is based in Los Angeles.
I believe there are about 30,000 subscribers to the various publica-
tions.

They put out a magazine called Heterodoxy, which fights political

correctness wherever it pops up. They publish a magazine called

The Defender, which is a publication of the Individual Rights Foun-
dation, which David Horowitz is chairman of and defends free

speech on campus.
They are actually a legal foundation which is nonpartisan which

defends—in fact, I believe they are filing an amicus curiae brief de-

fending Leonard Jeffries, even though David protested against
Pacifica radio and some of the programming there, because David
believes in free speech, not in government speech, and our maga-
zine, COMINT, has about 15,000 subscribers.

Ms. Pelosi. Thank you.
Mr. Safian. Alex Safian, senior researcher for CAMERA, which

is Committee for Accuracy in Middle East Reporting in America.
We are a nonprofit, nonpartisan media watch organization based in

Boston that concentrates on analyzing and documenting coverage
of the Middle East in the Arab-Israeli conflict. We have about
30,000 members.
Mr. Knight. Robert Knight, Director of Cultural Studies at the

Family Research Council, which is a nonprofit profamily think tank
in Washington, D.C., that publishes monographs, now produces
videos. We produce a monthly newsletter called Washington Watch,
which has a circulation of about 220,000, and that is based on do-

nors and contributors. I don't know the exact number of donors but
that should give you some idea.

Ms. Pelosi. All right. Thank you, Mr. Chairman.
Mr. Porter. Again, let me thank all of our witnesses. The com-

mittee will stand in recess for five minutes while we change panels
and allow the second panel to be seated.

[Brief Recess.]

Mr. Porter. The subcommittee will come to order. We have man-
aged to correct our lack of knowledge about the names of the var-

ious witnesses.

Thursday, January 19, 1995.

witnesses

lavar burton, public broadcasting system
beth courtney, public broadcasting system

Mr. Porter. This panel is sitting in order, I understand, so that
we can just go straight down the line.

Again, we will limit each of our witnesses to 10 minutes, except
that the first two witnesses for PBS, since they are both from PBS,
we will have to divide their testimony, five minutes each, if I un-
derstand correctly. So we begin with Lavar Burton.
Mr. Burton, we are delighted to

Ms. Pelosi. Five minutes.
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Mr. Porter. Because they are both representing one organiza-
tion, they are both going to divide their time.

Ms. Pelosi. Thank you, Mr. Chairman.
Mr. Porter. Lavar Burton representing the Pubhc Broadcasting

System. We are delighted to welcome you, Mr. Burton. Please pro-

ceed.

Mr. Burton. Thank you, Mr. Chairman and distinguished Mem-
bers of the committee, ladies and gentlemen. My name is Lavar
Burton, and I am here today as the host and coexecutive producer
of Reading Rainbow, a children's series currently airing nationwide
on the public broadcasting service. But more important, and prob-
ably more to the point, I am here today as a parent of 14-year-old
Ian, and Michaila Jean, who was just six months old a day or so
ago.

For most of you on the panel who are not intimately familiar
with Reading Rainbow, as intimately familiar as perhaps your av-
erage eight year old in this country, allow me to briefly tell you a
little bit about who we are and what it is we do.

Reading Rainbow is a television series dedicated to encouraging
reading among children and we do this by presenting books as
gateways, if you will, to the fantastic worlds of knowledge and ad-
venture. We take a half-hour of television every day and steer chil-

dren back towards literature. It is a pretty cool idea.

Our goal at Reading Rainbow is to, in this world that is becom-
ing increasingly more dependent on the visual image, increasingly
more addicted to television, our goal is to create generations of lit-

erate human beings who are passionate about the written word.
That is our agenda, and I think we are pretty good at achieving
our intended outcome. I think we are fairly good at what we do.

There are many supporters who would agree with that, among
them teachers. Teachers love Reading Rainbow. Reading Rainbow,
as a matter of fact, is the most used television program in our
schools nationwide for elementary grade schoolteachers, grades
three and four. It is a tremendous educational resource.
Now, we have in the 12 years we have been producing Reading

Rainbow received a lot of awards and honors. We have eight
Emmies, including outstanding television series. We have received
a Peabody Award for distinguished efforts in television. We have
received the coveted Prejanesse, an international award for the out-
standing entry of children's television worldwide. We have even re-

ceived an Action for Children's Television award, and Peggy
Charing and her exacting standards are no strangers to this com-
mittee.

But of all the awards and accolades Reading Rainbow has re-

ceived, it is the endorsement of parents and teachers and the chil-

dren who watch the show that are most important to us, and I

want to share with you some of their thoughts and feelings about
the show. But first let me share this with you.
The last time I was in Washington, D.C., was two years ago, and

I was here for a celebration. It was the tenth anniversary of the
show and we staged an event in conjunction with the Center for

the Book at the Library of Congress. And we gathered together
from different parts of the city schoolchildren. We bussed them in

and had present with us on that day many dignitaries, luminaries
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really, from inside the beltway, who had come to share excerpts of

some of their favorite stories with the kids.

We had with us on that day Justice Ruth Bader Ginsburg, who
shared a story. Attorney General Janet Reno was there, as were
several of your distinguished colleagues, Senator Paul Simon was
there, as was Senator Carol Moseley-Braun, The Secretary of Edu-
cation Riley was there and shared a story.

What was remarkable about that day, to me, is that not only did

these very visible, highly successful people take time out of their

busy schedules to come and read stories to these kids, which is re-

markably important, but they were also there to try to commu-
nicate to these children the importance that reading had held for

them in their own lives. They were there in part to try to ignite

some sort of spark and perhaps fan the flame in the heart or in

the mind or in the soul of these children. It was a remarkable thing
to be a part of. It was a good day, in my opinion, that day, for lit-

erature. It was a good day for Washington, D.C., I think.

I am very disturbed, Mr. Chairman, and depressed and more
than a little disappointed to have to be here today on such an occa-

sion that is so considerably less celebratory in nature. I left my
home and my family in California yesterday afternoon, including
my six-month-old daughter, who I am loathe to be separated from
at this point, to come here today and speak to you on an issue that
is in my mind, and should be in the minds of everybody else, what
I consider to be a no-brainer. This is a no-brainer.

The question is should public television continue to receive Fed-
eral funding. Well, let me think about it. Should public television

continue to receive Federal funding? When I ask the question and
hear it in my mind, it sounds ludicrous. It is almost silly to even
ask the question. But silly or not, I have come a long ways so I

will do my best to provide support for the argument that public
funding should continue.

But let me start by saying this. I truly believe, Mr. Chairman,
that television is the most powerful tool we possess in this civiliza-

tion for addressing social growth and change. Let me say that one
more time. Television is the most powerful tool we possess for ad-
dressing social growth and change, bar none, this venerable institu-

tion of Congress included. Television is all powerful because it is

all pervasive. There is no place one can go on this planet prac-

tically where television is not.

There is a phenomenon I refer to as television as its best and it

happens when television is used to its fullest potential as a me-
dium. What I mean by television at its best is that TV is not just

entertaining; that it is education, it is enlightening, uplifting, it is

ennobling of the human spirit in some way. It is television at its

best. It is and can be a unifying force for the human family as we
march towards self-discovery and self-awareness.

Now, what sets public television apart from all the rest of tele-

vision that is out there, and there is a lot of TV that falls not into

the category of which I am speaking, but public television in my
view does and this is the crux of why I have come to talk to you
today. Public television has no commercials on it.

Now, I make my living in both commercial and public TV, and
do not get me wrong, commercial television has been very, very
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good to me. But make no mistake about it, commercial television

cannot, does not, and will not do what public TV does, especially

in and specifically where our children are concerned. Public tele-

vision does not try to sell our children anything.
Public television is the only place in this expanding information

superhighway, this multichannel universe where we can be assured
as parents that our children can be exposed to their numbers and
to their ABC's without someone trying to sell something to them.
It is the only place where parents can rest assured that our chil-

dren can go and discover the joys of reading and the magic of
science and its important application in our everyday lives, where
they can be introduced to values like kindness and truthfulness
and the importance of respect for all life and all living things, as
Fred Rogers so eloquently does everyday on PBS. The only thing
we are selling on PBS to our children, Mr. Chairman, is inspira-
tion. And if we lose this very valuable institution, it would be a
great shame.
And I will wrap it up very, very quickly by saying you have been

charged here, you and your colleagues, with a very awesome task.

That is to say you have been sent here by the public to keep the
public trust. And it would be a shame if we made a decision here
that was deemed capricious in nature or even silly. Let us not
make a decision that would come back to haunt us.

I thank you for your time and your attention and I will go back
to California now and hang out with my six-month-old daughter
and hope like hell, Mr. Chairman, that in a year or two, when she
is ready for Sesame Street, that Sesame Street is there for her in

this commercial-free sanctuary of PBS.
Mr. Porter. Thank you, Mr. Burton.
Beth Courtney of PBS.
Ms. Courtney. Mr. Chairman, Members of the committee, I am

Beth Courtney. I am president of Louisiana Public Broadcasting.
We operate six television stations in Louisiana, and I have some
prepared remarks that I would like to enter into the record, but
after listening all day to your committee I understand the difficult

task in front of you, but I would like to share with you my impres-
sions of what public television is and what it does in my State be-
cause I think that is very germane.

I have heard a lot of things I don't recognize about public tele-

vision. It just does not ring true to me at all. So if I can share with
you, first let me say in our State, where we are in charge of what
we put on the air, not something coming out of any beltway, we
are in charge of our stations and listen to the people who do not
like programs and respond to them—one-third of our children live

in poverty. One-third live below the poverty level. And our service
is their only opportunity to receive these wonderful programs that
Giordie was talking about to make a difference in their lives.

My favorite tale about that is a young man named Ralph Kerry,
who won the State Geography Bee. Afterwards, I went up to him,
because we were of course televising the State Geography Bee in

Louisiana, something no one else would be doing, and he was asked
by a reporter how he prepared and he said everyday he watched
Where in the World is Carmen San Diego on public television.

What a wonderful thing.
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I thought isn't this great. But then I found out his family did not
have a car. He and his mother had taken the bus to the university.

He had never been out of Baton Rouge other than a—one field trip

to a plant and public broadcasting offered him a window to the
world. It said to him you have other opportunities. He learned
something and he came to Washington and he participated in the
National Geography Bee.

Let me say to you your investment is a good one and the ques-
tions asked should you continue today if you were to create it right
now; I am saying to you now it is more important than ever.

What I spend all of my time doing in Louisiana is working with
education, formal education. Nobody else does it. Computers, our
people, teachers phone us and say, what kind of computers shall

we use. In this interaction, as we merge all these technologies, pub-
lic television is changing. We are changing our responsibilities.

My responsibility is to give them good advice, not to sell them
a particular brand. It is to help them with their efforts in making
systemic change. It is to make sure in the classroom and rural day
society at that parish they have a second year of a foreign lan-

guage; that they have a physics class. That is what we do. And I

see in this information age, when you have information haves and
have-nots, it is our responsibility to help make sure all Americans
have access to information. It is not going to happen.

I said to someone, some of these schools do not have anything.
We are their only outlet and I think that if you destroy that, you
create even more of an inequity.

I have served on boards of public broadcasting, because we rep-

resent people all across the country, all sorts, Republicans and
Democrats. And what I want you all to know is that we are doing
our best to serve the American public. We are not trying to sell

products, as Giordie mentioned.
Sorry. Giordie. Star Trek. Sorry. I do watch commercial TV, too.

I want you to know that what we are trying to do is use this

powerful medium of television and what I want all of you to know
is that we represent people in your districts who make good invest-

ments. It is a good use of your dollar. It returns fivefold back. And
I want you to know that it would shut down in places in this coun-
try.

We are not doing a closing the Washington Monument syndrome.
I have looked at some of the stations. My colleague in Waco, Texas,
for instance, told me—they are fairly new—their station would go
dark. Then another station would go dark and you would have the
spiraling effect of we then could not afford to pay for some of the
other programs, because this is expensive and we do, on so little,

so much. But we can do so much more.
That does not mean we are perfect. That does not mean you

should not look at it; that we should not justify what we are doing,
but it is something the public believes in. It has great possibility

to do even more in the future, and I ask you on behalf of the chil-

dren and for the adults who also like our thinking programs, and
for all the local stations who do local programs, that distant cable
people do not do. Nobody else does those.
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Thank you for your time and I appreciate your consideration and
I would welcome any questions from you at a later time. Thank
you.
Mr. Porter. Thank you, Ms. Courtney.
[The prepared statement of Beth Courtney follows:]
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Thank you, Mr. Chairman, and members of the Subcommittee, for the

opportunity to testify today. I am pleased to offer my views as to why the

federal government should continue to support the nation's public

television stations.

A Public-Private Parfriership

In the first place, support for public broadcasting is one of the best

bargains in the federal budget and pays real dividends on your

investment. Let me explain.

Twenty-five years ago, the bipartisan Carnegie Commission, surveying a

television landscape that FCC Chairman Newton Minnow called "a vast

wasteland," recommended to Congress that public broadcasting could

become "a new and fundamental institution in American culture."

The Commission — composed of Republicans and Democrats, liberals

and conservatives — thought such a system could provide quality

programming for youngsters, promote discourse about important issues

and provide lifelong learning.

The key to such a system, the Commission thought, was not government

ownership, as in Europe and Japan, but enough government support to

stimulate corporate, foundation, and individual support in a unique

public-private partnership "arising out of [American] traditions and

responsive to our own needs."

That public-private partnership works just as the Carnegie Commission

intended. Federal funding for public television accounts for less than 20

percent of public television's total budget. But that support is public

television's vital "seed money." We attract $4 or $5 in private funds for

every single feder?' dollar from ':'^rp':^r?Hons ff^v'^datio"';. ?nH indivjdu^'

viewers. In a worlH wHpvp therp'c no such ^.\nii^ zz "non-pr'>^:^ V2rt!.ir?

capital," this seed money is critical to what we do.
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The result is a valuable educational and cultural institution using

television as its basic delivery system — an nistitution whose non-

commercial character cannot survive if public television is forced to

become just another for-profit enterprise.

Although public broadcasting costs every American only SI.09 each year

(80 cents for public television), CPB funding makes up as much as 40% of

the budget for some rural stations. Without federal support, many of these

stations would be forced off the air.

A Service for All Americans

Nothing can replace public TV, neither broadcast nor cable. In the

expanding universe of television channels, there remains only one

national non-commercial service that is truly supported by the people

who watch it. That is public television. We hear a great deal these

days about the "500 channel universe." Amid all the talk, it's

important to remember a few important facts:

• Public television is a non-commercial service. All other services are

driven by the need to amass "eyeballs" for advertisers. Public television

addresses its viewers as citizens — not as targets for commercials. This is

particularly important in the realm of children's programs, where the

temptation is great to exploit vulnerable young viewers. And for adults,

public television offers "The MacNeil/Lehrer NewsHour," "Fronthne,"

"The American Experience," and other serious programs of news, current

affairs and history.

• Public television is as different from commercial channels as the public

library is different from a bookstore, or the public museum from a

commercial gallery. Public television doesn't send out a monthly bill, like

cable and other new delivery svstems Ho

• Public television delivers quality for everybody. While cable channels

focus on programming niches and reach tiny target audiences, public

television is the only television service that consistently offers high-quality

-2-



998

programs for a variety of ages, tastes and interests: news; drama;

exceptional commercial-free children's programs; documentaries and

cultural fare. The largest cable channel reaches fewer than two-thirds of

American families. Public television, by contrast, reaches virtually every

home in America. In fact, more than 100 million people tune in every

week. Our viewership is as diverse as America in terms of education, race,

income, profession and other factors.

Education On and Qff the Screen

Public television is the telecommunications leader in education. The well

known programs you see on your home screen are just the most visible

part of the public education enterprise that public television has become.

Few people realize that PBS is the leading provider of classroom video

programming for all the grades from kindergarten through grade 12. PBS

is also the chief national source of video-related study materials,

including distance learning courses via satellite. We provide college-level

telecourses to more than half of America's campuses, making PBS the

leading source of college-level telecourses, and our on-line computer

service, PBS ONLINE, helps teachers learn how to use PBS programs as

imaginative teaching tools.

An Information Superhighway That's Real

While others talk about a coming "information superhighway," PBS and

public television stations nationwide have already created an information

superhighway for the public good. This real superhighway has a brand-

new, state of the art, digital satellite delivery system. It builds on a history

of technological pioneering — a history that includes such proud

achievements as the first closed-captioning for the deaf and the first

descriptive video service for the blind. Best of all, this superhighway

'f^aches cvcr^' Americ^ri hcrr>p ^nd camms. Ha^/^incr jn^'tsf-od billions in

^bis ir.^astructurc ovv.r d twenty- five y^rir period, v.'hy no*; ?uppc't ih« u3C

of this system to educate Americans, to disseminate history and culture

and to foster good citizenship? We believe that is, in fact, precisely the

wisest and best use of this resource.
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A T.ocal Resource

Public TV stations are locally owned and operated. They are managed by

community groups, schools, libraries, colleges, universities and state and

municipal governments. In addition to support from the federal

government, public TV is supported by businesses, educational

institutions, foundations, state and local governments and other local

sources. As a trusted local institution, public television plays a different

and important role in people's communities, a role giant media

enterprises simply do not wish to play.

"Privatize" Means "Commercialize"

Public television simply can't, and won't, ever be duplicated by

commercial television services. Their mission is advertising; ours is

education and public service. This is why proposals to "privatize" public

television deeply trouble thousands of local public television trustees and

millions of other supporters nationwide.

At a time when we face a crisis of quality in public education and a crisis

of violence and exploitation in the commercial media, public television,

like the public school and the public library, is a cultural institution that

must be preserved.

I urge you to support funding for the educational and cultural institution

that we call public television. I urge you, too, to talk with the leaders and

supporters of your local public station, to discuss more specifically the

ways your local station benefits your community—and what a loss of

public funding would mean to your constituents.

I am attaching for thp record zz ar **xhib't the re»r.?irV<5 of PBS Prf»«jiHpnf-

Ervin S. Diiagan. e?riif"- <-hi«: v/^ek at the j.Vaii'^i.^l Pre.^E Club. It describes

in detail the public-private partnership that public television represents.

Thank you.

-4-
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Investing Well

The little town where I grew up—Manning, South Carolina—was small enough
that we could walk to church on Sunday. My Sunday School teacher was a Southern
matriarch named Virginia Richards Sauls, one of nine daughters of a South Carohna
governor. Miss Virginia, as we called her, riever tired of telling us the great stories of

the Bible. Her favorite was the Parable of the Talents.

In that parable, a rich man leaving on a journey entrusts his property

—

measured in what were called talents—to his three servants for safekeeping. He
returns to find that two servants have invested their talents well—so well, in fact, that

their worth has doubled. The other, foolishly, has buried his talent in the ground. The
master scolds and punishes the foolish, hoarding servant, but says to the wise and
fruitful ones: "Well done, thou good and faithful servants; you have been faithful over

a little; I will set over you much."

That story, of course, is about the generous, productive use of gifts; about

sharing, building and creating. 1 mention it because I am convinced that the people of

public broadcasting—the local volunteers, trustees, producers, professionals and
supporters who make up this enterprise—are good and faithful servants who are hving

out a modern reenactment of the Parable of the Talents. They do not eat tax dollars;

they plant them and grow others. They are faithful over a little; they turn it into much.

I'm concerned, however, that everything those good and faithful servants have

built over two generations is suddenly, seriously at risk.

For the next few minutes I'd like to talk about four things:

• 1 want to talk first about a genuine crisis that faces the nation we
love. I call it the triple crisis.

• Second, I want to describe the remarkable local and national

partnership that constitutes public broadcasting—a treasure not

unlike our national parks, or The Smithsonian Institution. I want

to sketch its true nature, because too many people seem not to

understand it.
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Third, I'd like to say a few words about the dangers of loose talk, of

careless rhetoric, about "privatizing" public broadcasting. If

privatizing turns out to be only a euphemism for defunding public

broadcasting in a way that would commercialize it; if privatizing,

in the end, leads to breaking it into pieces to be sold for salvage,

much could be lost, never to be regained.

Fourth and finally, I want to suggest that there are better, more
creative possibilities for this great national asset, this living tree

called public broadcasting: possibilities far more hopeful and
constructive than merely zeroing it out, or hacking the tree down
to a stump.

The Triple Crisis

Consider, first, the triple crisis that we face.

First there is the crisis of education: Can we send all our children to school ready

to learn? Once they're there, can we give them an education good enough to help

them become productive, responsible citizens and workers in a competitive global

economy?

We face, second, a crisis in our popular culture—a steadily coarsening, ever-

more-tawdry, popular culture, driven by marketplace imperatives to be increasingly

violent and exploitative. Today's electronic culture of gangsta rap and kick-boxing

superheroes not only makes it harder to be a parent; except for a few honorable

exceptions, our media coldly abandon parents who yearn to give their children decent

values to live by. Telling those parents simply to turn off the set if they don'f like the

violence and tawdriness that they see is like telling people to wear gas masks if they

don't like pollution.

We face, third, a crisis of citizenship. Can we still speak with civility to one

another? Can we approach our mutual problems in an atmosphere of shared purpose?

We citizens in the center wonder—and we wince as our elected leaders vilify one

another in an atmosphere of gridlock. We v^nce to hear commercial talk shows
disintegrate into shouting matches and peep shows for the lurid and bizarre. Can we
create what Father Richard John Neuhaus calls a civil public square?

The Popxilist Broadcasting Service?

That triple crisis points me to my second topic: I know of one institution that can

constructively address every aspect of that triple crisis. It is an imperfect institution, yet

one with many virtues. Its entire mission is education, culture and citizenship. It is

called public broadcasting.
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We could substitute, for that word "public" in public broadcasting, the more
elaborate words of Abraham Lincoln: "of the people, for the people, by the people."

For public broadcasting stations are not owned or controlled by monolithic
bureaucracies a thousand miles away. They're owned by local boards, by universities,

by school systems, by nonprofit civic organizations.

What could be more populist, more Jeffersonian? I can almost see Thomas
Jefferson in his study, watching Bill Buckley's 'Tiring Line" debates. Jefferson, a child of

the Enlightenment, would have loved the enlightening mission of public broadcasting.

Jefferson the small-d democrat would have loved its uruversal reach. Jefferson the

inventor would have wanted to meet the pioneers who brought the world closed

captioning for the deaf and an audio channel for the blind. It is not far-fetched to say

that public broadcasting is Mr. Jefferson's other memorial: a temple of minds and
voices; a temple not built of stone.

That word "public" means something else: free and uruversally available to all.

To enjoy its riches, no one has to pay thousands of dollars for a computer and software

and a modem. If you do have a modem, however, we have a great new service called

PBS ONLINE. And you'll find many public stations on the Internet, along with PBS,

NPR, and the Corporation for Public Broadcasting. To enjoy the riches of public

broadcasting, moreover, you don't have to plug in a cable, or rent a converter, or pay
hundreds of dollars a year in subscriber fees or pay-per-view charges.

That word "public" in public broadcasting refers to something else, as well: a

mission that cannot be replaced by commercial operators any more than your public

library can be duplicated by Crown Books, a public school replaced by a New England
prep school, or a national seashore duplicated by a contunerdal theme park .

Our unique mission is service to teachers, students and schools. This year,

hundreds of thousands of Americans will earn their high school or college degrees

through courses screened by local public television stations. Millions of teachers will

use classroom versions of our most famous programs; my ninth-grade son, right now,
is learning about the Civil War from his teacher—and from a laserdisc version of Ken
Burns's masterpiece. As I speak to you, teachers across the nation are learning the new
Goals 2000 math standards through a service called PBS MATHLINE. At 60 colleges—

60 and growing—students can earn a two-year degree totally through PBS telecourses,

without going to campus.

That is a side of public television many viewers, and many members of

Congress, don't know enough about. That mission, however, sets us apart from every

other broadcast and cable service in America. For us, you see, education isn't an

afterthought, or window dressing or a sideline. It is in our iiistitutional genes. It is

central to our purpose.

Then there's our funding, public in the broadest sense of that word. Public

television, for example, has between five and six million contributing members—five

million householders who give generously to something they could get for free.
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Locally and nationally, hundreds of public- spirited corporations underwrite
programs—Mobil, General Motors, Archer Daruels Midland and AT&T. They can buy
commercials elsewhere. Here, they care about another mission.

Generous and visionary foundations like Olin, MacArthur, the Pew Charitable

Trusts, and Bradley also give.

And then, joining all these stakeholders in our enterprise, there's Congress.
How much does Congress contribute each year to pubUc broadcasting? Roughly 14
percent of the budget for this public-private enterprise. Fourteen percent. To put the

question another way, how much of the Federal budget does the Corporation for

Public Broadcasting account for? One fiftieth of one percent; two hundredths of the

Federal budget. In decimal form, point zero two.

Thafs $1.09 per person, 80 cents of it for television. If you bought just about any
newspaper in the country last Sunday, you paid more for that paper than you pay for

public broadcasting for an entire year. Think of it: Sesame Street, MacNeil/Lehrer,
NOVA, All Things Considered, Morning Edition—all this, all year, for less than the cost

of a cup of coffee in Chicago. All of public television's buildings, facilities, stations,

programs, all year

—

everything—for a dollar a year. We could operate PBS for ten years

for what Fox paid for just one program: NFL Football.

Suppose we paid for interstate highways through such a public-private

partnership, with Congress appropriating only 14 percent of the total. Suppose we
used this model to pay for battleships or Capitol Hill offices and staffs? Government
leaders of both parties, who rightly care about frugality and efficiency, about stretching

every dollar, would, I'm sure, hold parades in the streets to celebrate such feats.

Well, public broadcasting IS funded through such a frugal, efficient partnership.

Those who are taking aim at it, in my judgment, should instead be saying, like the

master in that biblical parable, "Well done, thou good and faithful servants. Enter into

the reward laid up for thee."

Cut Down the Living Tree, or Save It?

Some of our leaders, however, are speaking in a different way. They have
targeted public broadcasting for a quick, sidelong choke that could mean its eventual

extinction. They intend, they say, to "privatize" public broadcasting by stripping it of

federal funding. The professional political term, inside the Beltway, is "zeroing-out."

So let me turn now to my third topic—privatizing, which at this point in the

debate cannot be distinguished from another word: commercializing.

The opponents of public television deny that their opposition is ideological; they

deny they want to censor or silence voices they don't Uke. After much complaint about

that issue, they now say they have other, more innocuous reasons. Let us take them at

their word.
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They argue that the federal government has "no mandate" to keep funding
pubhc broadcasting; that noncommercial educational broadcasting is "not essential" to

the nation. Surely, then, they plan to zero out, as well. The Smithsonian Institution?

The National Gallery? The Kennedy Center? Federal support for the Internet? For
these, too, are public institutions of education and culture, like public broadcasting. And
these too, are not essential; not necessary to life. They are simply among the things

that make life worth living, for rich and poor alike. Why single out public
broadcasting? I wonder why.

Another complaint is that public broadcasting is elitist, a "sandbox for the rich."

All the factual evidence, all the research, all the data suggest the opposite: that the

people who love public broadcasting are the very same people who make up America.
The majority of viewers who watch opera on public television, for example, don't have
a college degree, and their household incomes are less than forty thousand dollars a

year.

What about the contention that public broadcasting is too expensive? The
numbers you have heard poke big holes in that argument— especially when you add,

to the numbers, the matching efforts that expand and multiply the federal contribution.

To defund this enterprise for that reason—suddenly, unilaterally, and without
consulting the millions of other stakeholders who produce far more of its support

—

would be pound-foolish, not economical. To people outside the Beltway, to thousands
of local board members and volunteers, such talk doesn't sound like reform. It sounds
like assisted suicide—a mask pressed down upon a patient who wants no such
assistance, and whose family isn't allowed into the room.

Told how frugal we are, some of these detractors about-face, awkwardly, to yet

another explanation: It's such a tiny amount, they say, it could easily be made up from
"other sources"—from toy sales, for example, tied to our programming. The numbers
don't add up, but who's counting?

We need to be clear on one important point: In our economy, there is no such

thing as nonprofit venture capital. That relatively small amount of federal funding

—

that 14 percent of public broadcasting's budget—is our seed money, our risk capital. If

"privatize" means to "zero out" (and we're told it does); and if no clear plan exists for

replacing that seed capital (and none has emerged), then to "privatize," means,
perforce, to conunercialize. Take away public broadcasting's seed funding, starve it

financially of its only venture capital, however small—and you force it headlong into

the alien world of ad agencies and costs-per-thousand and merchandising, rather than

the world of teachers and historians and community volunteers.

Surely those who speak of a quick, unilateral "privatizing" don't intend that to

be the final destination. Or do they?

Finally, we hear that cable can do everything public television can do. Why not

let a cable network, or several cable networks, program PBS— as a sort of re-run

channel? Leave aside for the moment the implication here: the whiff of trickle-down

TV. Ask some other questions: Is this in the public interest, or a commercial parody of

the public interest? Would America like to lose what would be lost? Would America's
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existing commercial networks like such an outcome? What would such a scheme do
public television's historic role as fount and wellspring of innovative program ideas?

What, exactly, is the vision of those who would "privatize" public broadcasting?
Is it a vision that preserves the original dream, or does it torch and destroy that

dream? They don't say. Is it a vision worthy of those public-spirited Republicans and
Democrats of the Carnegie Commission, who created a new model called public
broadcasting 25 years ago? They don't say. Is it a vision for a new and better future?

Or is it, in fact, a death warrant disguised as a new charter?

What the People Say

Perhaps our leaders on Capitol Hill need to listen to what the people say. A
national poll conducted by Opinion Research Corporation was released today. It

suggests that most Americans—84 percent—want that small but vital federal stake in

the partnership maintained or increased. Support for federal funding totals 80 percent

among Republicans; 86 percent among independents; 90 percent among Democrats.

What do these numbers tell us? They suggest that the parents and teachers and
grandparents of this nation—the people who live in homes with cable, and in the 32

million homes that don't subscribe—may want a better plan. They seem to want
something more than vengeful zeroes, or "privatization" schemes that threaten to

commercialize or kill.

Fortunately, the people of public broadcasting, and the people who cherish

public broadcasting all over the nation, have lots of good ideas. All over the country,

local stations are becoming educational teleplexes. They're planting the flag of

education on new technologies. They're turning the existing infrastructure of public

broadcasting into a free educational launching pad into cyberspace.

People writhin the world of public television have good ideas, as well, about
renewing and refreshing public television: ideas, for example, about insulating its

governance and financing from the political vagaries of each appropriations season.

The original Carnegie Commission, made up largely of Republican business leaders,

called for a national endowment, raised from a few peniues on the sale of each TV set

and radio. That's one idea. A reserve of spectrum auction money is another. Tax
credits and "education technology grants" are another.

The local leaders of public broadcasting are forward-looking. They are highly

capable of planning the future of their enterprise. Before changes are hatched that

might be ill-considered, we need some decent ground rules. Let me suggest three:

• First, all of the stakeholders who support this local enterprise ought
to be invited to the table. Otherwise, any outcome is likely to be
imposed, not democratic.

• Second, the process should be orderly, not precipitous; careful, not

headlong. Public broadcasting has taken 40 years to achieve its
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present excellence. Why all this haste to dispatch it in 100 days, by
a quick, sidelong fiscal choking?

• Third, we need to be candid about the real motives underlying
proposals for change. What are we to think about would-be
surgeons who seem to despise their patient?

Do They Hear Us?

It was Edmund Burke who pointed out that the true conservatism lops off dead
branches, in order to preserve the living tree. Public broadcasting, however imperfect

it may be, is part of the living tree: the tree of education, culture and citizenship. To
chop up that tree and sell it off as cordwood would be violent and extreme, not
conservative.

The volunteers, professionals and board members of America's public

broadcasting stations are eager to tell their leaders about the worth and potential of

that living tree. They see a historian and educator as the House Speaker and they say,

"History: that's what we're about." They hear Speaker Gingrich discuss our need to

nurture and care for our young and say, "Education: that's what we're about." They
hear Speaker Gingrich's speeches about futurism and technology and the Third Wave

—

about laptops for the poor—and they say, in so many words, "Technology for humane
ends: that's what we're about. Is he listening? Does he know we're here?"

Those same leaders look at the biography of Senator Pressler and see a son of

Harvard; a Rhodes Scholar, a Senator whose constituents, many of them, live in rural

places or are too poor to afford a monthly bill for cable, great as cable is. They say,

"We have a great deal to say to him. Will he listen?"

The people of public broadcasting—thousands of them, who have created jobs

and educational services and commimity outreach projects out of their local stations,

are ready to join in a discussion about its renewal and its future. But they will also fight

the reflex to destroy what they have built. Today they know that millions of Americans
agree with them.

# # # # # # #

-7-
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Thursday, January 19, 1995.

WITNESS

DELANO E. LEWIS, PRESIDENT AND CEO, NATIONAL PUBLIC RADIO

Mr. Porter. Our next witness is Delano Lewis of National Public

Radio.
Mr. Lewis.
Mr. Lewis. Good afternoon. Thank you, Mr. Chairman and Mem-

bers of the subcommittee. My name is Delano Lewis, and I am
President and Chief Executive Officer of National Public Radio;
and I would just take a minute to tell you a little bit about my
background since I have only been on this job for one year.

I am originally from Kansas and grew up in Kansas City, but
came here in 1963 to work for the Department of Justice as a law-
yer. I have spent 10 years in the government, including the Equal
Employment Opportunity Commission, in the Peace Corps; and I

served some time on Capitol Hill under Congressman Stokes, when
I was the administrative assistant to Walter Fauntleroy and I was
legislative assistant to Senator Brooke of Massachusetts, so I am
no stranger to the halls of Congress.
But for the last 2 1 years I had the fantastic experience of work-

ing for 10 years under AT&T and a subsidiary of the Chesapeake
and Potomac Telephone Company and the last 10 years as a sub-
sidiary of Bell Atlantic, post-divestiture. I spent my last five years
as President of C&P Telephone Company here in Washington—now
it is Bell Atlantic of Washington—so I bring some business acumen
to this very challenging job of National Public Radio.

I do have a prepared statement that I want to walk through
rather carefully because I want to tell the public radio story today.

We have been talking about Barney and Sesame Street; I am
here to talk about public radio. I represent 520 member stations.

Mr. Chairman, we are acutely aware of the government's budget
constraints and the American people's desire to bring the Federal
budget into balance. As taxpayers and operators of small busi-

nesses, we agree that something must be done about the Nation's
fiscal crisis. Balanced against the need to cut the budget, however,
must be an objective evaluation of the value of services to be cut.

The value of public radio to American communities is what I want
to talk to you about.
Mr. Chairman, I believe it is too soon to talk about cuts to public

radio because there has not been enough time for a dialogue with
the American people about the value of our service on how to pre-

serve it during a time of deficit reduction. I think there has been
too much political rhetoric about elimination and zeroing us out. I

think we need to slow that down and talk about the value of this

system. I want to share with you the reasons I believe public fund-
ing of public radio is a legitimate function of government.

Public radio is a highly successful public-private partnership.
Public radio provides high-quality programming and services that
are not available anywhere else on the radio dial. Public radio is

a good investment of taxpayer dollars. National Public Radio will

be 25 years old this year, and that investment has been a small
investment but a good investment.
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Public radio is an integral part of the informational, educational
and cultural lives of American communities. The public radio audi-
ences are a broad and diverse cross-section of Americans, not mere-
ly the culturally elite. I take offense with that; it is not true.

Twenty-five years ago, Congress made a small investment in

public radio that has returned great dividends to millions of listen-

ers across the country. Today, public radio is a highly successful
public-private partnership in which the Federal investment
amounts to about 29 cents per person per year, less than the cost

of one postage stamp. Every dollar in Federal funding for public
radio—and you have heard this before; it is true—leverages $5 in

other funding. A 29-cent investment, combined with other funding
sources, brings high-quality news, information, and cultural pro-
gramming to 18.2 million listeners per week. One indicator of this

value is that public radio's audience continues to grow. In less than
five years, the weekly audience for CPB-supported radio stations

has grown more than 2.5 million listeners, an increase of 39 per-

cent.

Listeners are attracted to public radio programming for its

breadth, its depth, its quality and informational value. No one else

is providing the programming and services that National Public
Radio and its member stations offer to local communities.
There are no Arts and Entertainment or Discovery channels for

radio. No other radio group is providing the long-form, in-depth,
analytical news and information programming heard on public
radio. There is no cable to the car or jogger or individual walking
down the street, and there is no cable to nearly 40 percent of the
American population; in other words, there is no alternative to the
services provided by public radio.

We have heard a lot about, there are many alternatives out
there. Not for public radio. Public radio is available for all Ameri-
cans. It is the public library of the air. And those of you sitting

here believe in education, you believe in information; we are the
public library of the air—free and universally accessible. It is port-

able and available 24 hours a day, seven days a week.
And I might add I was appointed by Secretary Brown to cochair

the National Information Infrastructure Advisory Council, and we
have been meeting for a year, and we have another few months to

go, and we are looking at the whole communications revolution.

And I want to tell you, public radio is situated and positioned to

compete and to deal in the arena of the communications revolution

and that is because of your investment.
Mr. Chairman, public radio is a good investment. CPB dollars

are local dollars; 93 percent of CPB funding for public radio goes
directly to local public radio stations. Public radio serves the public
interest by providing thoughtful discussion and analysis of current
events and issues. We help our listeners better understand the
world they live in by providing programs that present a unique
perspective on issues that are important to their daily lives. We
strive for programming that is stimulating, informative, and valu-
able. By providing access to the arts and to information, by clearly

articulating many points and viewpoints on issues of the day, we
serve as a catalyst for listeners to play leadership roles in their

communities.
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And I just want to add quickly about the NRA testimony earlier.

We gave NRA an opportunity to respond and we will continue to

do that. We offer those diverse points of view. We believe in that
dialogue, and you will see that continuing.

Public radio is an integral part of the informational, educational,
and cultural lives of American communities. National Public Radio
and our member stations believe we have a mandate from Congress
and our listeners to provide programs that educate, inform, and en-
tertain while also meeting the diverse needs of our audience. Public
broadcasters do not believe their job is finished after the production
and airing of a program. In order to maximize the potential of our
programs as tools for learning and to ensure that they serve the
widest possible audience, many of our programs remain augmented
with community outreach campaigning and are accompanied by
teacher guides for use in the classroom.
And I would be remiss if I didn't tell you that we are proud of

our building on Massachusetts Avenue in Washington, D.C. The
District of Columbia government helped us by helping us with
floating and backing bonds to build in that neighborhood. It is a
neighborhood near Chinatown, a neighborhood near the Convention
Center, and National Public Radio is proud to be there because we
are providing a linchpin in a changing neighborhood. We have
adopted the school called McKinley-Penn High School, and we are
building—with our funds that you have helped us with, as well as
funds we receive, we are going to help build a radio room at the
high school and we are going to use our volunteer time to teach
them public broadcasting because we want to be a good neighbor
in this community.

Public radio is more than a broadcast service whose value can be
measured in rating points or signal strength. Public radio stations
are involved in activities and programming that foster awareness
of issues important to the community, encourage discussion and
participation in solving community problems, i^d I could go on
and give you many other examples of what we have done in rela-

tionship to not just broadcasting but really getting at issues that
Americans care about.

I am going to conclude by saying, significant cuts in or elimi-

nation of Federal funding would hurt local communities around the
country, not just inside the Beltway. While the loss of Federal
funding would hit rural and minority stations the hardest, commu-
nities all over the country would be hurt. In small, rural, and mi-
nority communities across the country, public radio is a lifeline.

Stations use their CPB dollars to air programming that serves di-

verse community needs.
So I will slow down here and stop and conclude by saying the

American taxpayer has an important role in making this program-
ming possible. Public broadcasting brings the cultural resources of

each region, the country, and the world to all Americans, regard-
less of their ability to pay, and contributes to an informed popu-
lation able to choose wisely among the options offered in a demo-
cratic society.

Public radio strives to reflect that broad range of public opinion
and culture. We strive to bring to our listeners the opinions and
messages of leaders and citizens alike in their own voices. We often
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provide perspectives on the lives and experiences of those not oth-

erwise seen or heard in the media and a forum for those differing

views. This openness to differing viewpoints is sometimes disturb-

ing to those whose own views are well formed and heartfelt, but
it is imperative in a democratic society.

Public radio programming reaches broad and diverse cross-sec-

tions of America. I know, Mr. Chairman, that many Members of

this committee and of the new Republican leadership are listeners

to public radio and appreciate our programming. Elimination of

Federal funds or significant cuts in Federal support for public radio

has many ramifications. There are many issues that have to be
considered.
How would local public radio stations replace the 16 percent of

their budgets that CPB funding represents, on average? There are

issues of nonprofit tax status, use of noncommercial licenses, copy-

right protections and others. So I believe that you will make the
right decision, that public radio should continue, and that its fund-

ing should continue and public broadcasting should continue and
we should preserve it. I would conclude by saying you have made
a good investment, you have made a wise investment and the re-

turns have been enormous. And to eliminate it or decrease funding
would be an absolute, I think, travesty in America. I think Amer-
ican people would be concerned, and I think we need to hear from
the ^^erican people.

So on behalf of our 520 stations, I would say, let's go slow, let's

talk about this, let's not rush to eliminate funding, let's preserve

this valuable system. Thank you very much.
Mr. Porter. Mr. Lewis, thank you very much.
[The prepared statement of Delano E. Lewis follows:]
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Mr. Chairman and members of the Subcommittee, I am Delano Lewis, President and CEO

ofNational Public Radio (NPR). I appreciate the opportunity to testify on behalfofNPR and our

520 member stations. Mr. Chairman, we are acutely aware ofthe government's current budget

constraints and the American people's desire to bring the federal budget into balance. As

taxpayers and operators of small businesses, we agree that something must be done about the

nation's fiscal crisis. Balanced against the need to cut the budget, however, must be an objective

evaluation ofthe value ofthe services to be cut. The value of public radio to American

communities is what I want to talk to you about today.

I want to share with you the reasons I believe public funding of public radio is a legitimate

function of government.

Public radio is a highly successful public/private partnership.

Public radio provides high quality programming and services that is not available anywhere

else on the radio dial.

Public radio is a good investment oftaxpayer dollars.

Public radio is an integral part of the informational, educational, and cultural lives of

American communities.

The public radio audience is a broad and diverse cross-section ofAmericans - not merely

the culturally elite.

Twenty five years ago. Congress made a small investment in public radio that has returned

great dividends to millions of listeners across the country. Today, public radio is a highly

successful public/private partnership, in which the federal investment is about 29 cents per person

per year - less than the cost of one postage stamp. Every dollar in federal funding for public

radio leverages five dollars in other funding. A 29 cent investment combined with other funding



1013

sources brings high quality news, information, and cultural programming to 18.2 million listeners

per week. One indicator of this value is that public radio's audience continues to grow. In less

than five years, the weekly audience for CPB-supported stations has grown by more than 2.5

million listeners, an increase of 39 percent.

Listeners are attracted to public radio programming for its breadth, depth, quality, and

informational value. No one else is providing the programming and services that NPR and its

member stations offer to local communities. There are no Arts and Entertainment or Discovery

Channels for radio. No other radio group is providing the long-form, in-depth, analytical news

and information programming heard on public radio. There is no cable to the car, jogger, or

individual walking down the street - and there is no cable to nearly 40% of the American

population. In other words, there is no alternative to the services provided by public radio.

Public radio is available to all Americans. It is the public library of the air, fi-ee, and universally

accessible. It is portable and available 24 hours a day, seven days a week.

Mr. Chairman, public radio is a good investment. CPB dollars are local dollars. Ninety-

three percent (93%) ofCPB funding for public radio goes directly to local pubUc radio stations.

PubUc radio serves the public interest by providing thoughtful discussion and analysis of current

events and issues. We help our listeners better understand the world they live in by providing

programs that present a unique perspective on issues that are important to their daily lives. We

strive for programming that is stimulating, informative and valuable. By providing access to the

arts and to information, by clearly articulating many viewpoints on issues of the day, we serve as a

catalyst for listeners to play leadership roles in their communities.

Public radio is an integral part of the informational, educational, and cultural lives of

American communities. NPR and our member stations believe we have a mandate from the

Congress and our listeners to provide programs that educate, inform and entertain, while also

meeting the diverse needs of our audience. Public broadcasters do not beUeve their job is

finished after the production and airing of a program. In order to maximize the potential of our

programs as tools for learning, and to ensure that they serve the widest possible audience, many
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of our programs are augmented with community outreach campaigns and are accompanied by

teacher guides for in-classroom use.

Public radio is more than a broadcast service whose value can be measured in ratings

points or signal strength. Public radio stations are involved in activities and programming that

foster awareness of issues important to the community, encourage discussion and participation in

solving community problems, provide programming for those with special needs, and enhance the

education of our youth.

For instance, NPR News has provided innovative and in-depth coverage of pressing issues

such as: education and welfare reform. An NPR reporter spent months inside Chicago's public

Tafl High School and filed seventeen reports documenting education challenges fi-om the points

ofview of the teachers, students, and administrators. We also did a detailed three-part series on

the history of welfare in America and past attempts to reform it.

NPR also works with member stations to serve local communities. In conjunction with

NPR's RADIO EXPEDITIONS special, a partnership with the National Geographic Society, NPR

produced WATER: THIRSTING FOR TOMORROW, an examination of the future of fi-esh

water in America. NPR produced a teachers' guide to foster classroom activities around the

topic. KLCC-FM in Eugene, OR distributed teachers guides to 47 high schools, involved

students in special broadcasts, and did companion stories and a call-in program.

Local public radio stations provide unique services and programming to meet local needs.

Connecticut Public Radio presents a monthly "Alcoholics Anonymous Open Information

Meeting," providing people with a greater degree of anonymity than attending a meeting in

person. In Chico, CA, KCHO-FM is building a distance learning audio network to serve the

rural and mountainous regions of northern California with programs that will earn credit at

California State University, Chico. In Mississippi, the state with the highest percentage of blind

citizens in America, Public Radio in Mississippi provides a valued radio reading service of local

and national publications twenty-four hours a day all year.



1015

Significant cuts in or elimination of federal funding would hurt local communities around

the country, not just "inside the Beltway" institutions. While the loss of federal funding would hit

rura] and minority stations the hardest, communities all over the country would be hurt. In small,

rural, and minority communities across the country, public radio is a lifeline. Stations use their

CPB dollars to air programming that serves diverse community needs, particularly in places where

the local newspaper is published just once a week, and the radio station is the only source of daily

local news and live events. Many of our rural and minority stations simply could not survive

without federal flinding. They have neither the population base nor a large enough corporate

community to make up the difference.

Even public radio stations in major markets, where it would arguably be easier to make up

for the loss of federal funds, would suffer great harm. Stations that produce system-wide

programming, large market stations, and national program producers would likely be the victims

of a domino eflfect. Stations more reliant on federal support, and which do not have the economic

base to replace CPB support, could find it impossible to purchase nationally distributed

programming. Programs like MORNING EDITION, ALL THINGS CONSIDERED,

MARKETPLACE, CARTALK, A PRAIRIE HOME COMPANION, SOUND MONEY, and

SAINT PAUL SUNDAY MORNING would be adversely affected by a reduction in stations'

ability to purchase them. Those stations still able to pay would see their costs rise to compensate

for other stations dropping programs, and those costs could well rise to the point that no one

could pay, and the programs themselves would disappear. Most importantly, communities all

around the country would lose access to this information and cultural resource at a time when

small town newspapers are closing and broadcast news is becoming ever more sensational. The

public radio community is an interconnected system of local stations and national program

producers; harming one harms the other. Regardless of station size or income, we are each

dependent on the other for the services we provide to our listeners.

From public broadcasting's inception, one of the theories behind it was that the strength

ofa democracy depends on the communication ofmany ideas through many channels. "Many
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channels" means assuring a mix of information sources, both commercial and noncommercial.

The United States has a strong commercial broadcasting system. While commercial broadcasters

must attract the largest possible audience for their advertisers, our funding system provides an

incentive to bring the highest quality programming to our listeners. This freedom from

commercial influence allows public broadcasters to serve the public interest by providing

distinctive, stimulating, quality programming that merits listener support.

The American taxpayer has an important role to play in making this programming

possible. Public broadcasting brings the major cultural resources of each region, the country and

the worid to all Americans, regardless of their ability to pay, and contributes to an informed

population able to choose wisely among the options offered in a democratic society. Public radio

strives to reflect that broad range of public opinion and culture. We strive to biing to our

listeners the opinions and messages of leaders and citizens alike, in their own voices. We often

provide perspectives on the lives and experiences of those not otherwise seen and heard in the

traditional (mainstream) media, and a forum for those differing views. This openness to differing

viewpoints is sometimes disturbing to those whose own views are well formed and heartfelt, but it

is imperative in a democratic society.

Public radio programming reaches a broad and diverse cross-section of Americans — not

merely the culturally elite. More than half of our listeners are not college graduates, forty-seven

percent live in households with annual incomes below $40,000 per year, and more than two-thirds

are not employed in professional or managerial occupations. The public radio audience is also

politically diverse. It is evenly divided across the political spectrum. In fact, the number of

listeners who describe themselves as conservatives slightly outnumber those that describe

themselves as liberals.

I know, Mr. Chairman, that many members of this committee and of the new Republican

leadership are listeners to public radio and appreciate NPR's programming. Elimination of

significant cuts in federal support for public radio has many ramifications. There are many issues

that have to be considered. How would local public radio stations replace the 16 percent of their
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budgets that CPB funding rq)resents on average? There are issues of our nonprofit tax status,

use of noncommercial licenses, copyright protections designed for a noncommercial system, and

the expectations that our listeners have for a noncommercial service. There are stations in rural

markets who cannot make it without CPB support; there will be harm to large markets; many

state and local fiinding formulas are dependent on CPB support.

Mr. Chairman, I believe that intelligently organized and adequately funded, public

broadcasting can help the creative spirit to flourish. It can reveal how we are different, and what

we share in common. It can offer forums to a multitude of voices. It can reveal wisdom and

understanding ~ and foolishness too. It can delight us. It can entertain us. It can educate and

inform us. Above all, it can add to our understanding of our own inner workings and of one

another.

Public radio fills an important gap on the radio dial with substantive, in-depth radio news,

information and cultural offerings such as radio drama and live classical and jazz performances.

Radio is the most affordable, accessible, and portable ofmedia — easily available in your home,

the classroom, the office, the car, and even on the road while jogging. It is on public radio that

people hear public discourse in more than a sound bite. It is on public radio that people in rural

areas can hear a live performance of a major symphony orchestra. It is on public radio that radio

reading services for the blind can be found. For these and many more reasons, Mr. Chairman,

public radio deserves continued federal support. It is a wise and good investment, and it is in the

interest of the American people.
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Thursday, January 19, 1995.

WITNESS
JANE KRUTZ, ASSOCIATION OF PUBLIC TELEVISION STATIONS

Mr. Porter. Our next witness is Jane Krutz of the Association
of Public Television Stations.
Ms. Krutz.
Mr. Dickey. In Arkansas.
Ms. Krutz. Thank you, Mr. Dickey.
Mr. Chairman, Members of this subcommittee, I am Jane Krutz,

from Little Rock, a business woman and a volunteer. I was one of
the founding members of the Friends Board for the Arkansas Edu-
cational Network, and I still serve on that board. We are a State
network of five public television stations serving the entire State
of Arkansas. However, I am here today to speak on behalf of Amer-
ica's public television stations representing 202 local licensees
reaching 99 percent of American television households. It is a sys-
tem that is free. It is in place and working now. And I am here
to represent the public that depends on this system.

In 1964, when I first heard of the concept of educational tele-

vision, I was convinced that it was a learning opportunity that my
children could not miss, and so I became a volunteer. Now, after
more than 30 years as an active volunteer, I am more convinced
today than I was then that we must continue this necessary tool

of education for my grandchildren and for yours. We are not in as
safe a world as we were 30 years ago and we more than ever need
it.

I am here to tell you that the money that this committee appro-
priated for public TV for this year of 1995 is one of the best bar-
gains that you get for the Federal dollar. And I would like to tell

you what the local stations do with this financial support and how
they serve the people: services that help children learn, help adults
learn to read, help high school dropouts get their GED diploma;
services that train day care providers and enable 1.8 million teach-
ers to use quality instructional programming that reaches 29 mil-
lion students; and the service that brings joy to the senior citizen

and the shut-in.

I would point out that when educational television was brought
into outlying rural areas of America, many people were given their
first glimpse of a New York ballet or an Italian opera. Now, I don't
know about /all, but honey, where I came from, we couldn't even
spell Pavarotti, but PBS brought him to us. And if you pull PTV
away from them now, the next generation won't be able to spell it

either.

Mr. RiGGS. Mr. Chairman, maybe we ought to hear from the gen-
tleman from Arkansas about that point though.
Mr. Wicker. Or ask him to spell it.

Ms. Krutz. You notice he is not calling my hand on that, don't
you?

Well, some of you say that now cable has some of this type of
programming. I must point out that 40 percent of the American
families do not get cable. Some, it is not available to them, but for
most of them, they cannot afford it. So what good is A&E and Dis-
covery and Disney? If we pull PTV, these families will be cut off
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from any cultural or educational programs and these are the fami-

lies that need it the most.
I would point out that public television stations work directly

with local schools. They average five and a half hours a day pro-

gramming for classroom use. They broadcast overnight so that
teachers can record and build a library of programs. Many of our
rural schools could not afford the caliber of teachers and the re-

sources for students that PTV brings into their classroom, and
these are the children who need it most.

I would point out that commercial television has cut back chil-

dren's educational programs to two hours a week. We program
seven hours a day, educational programs for children. Teachers
have said that children entering kindergarten raised with Sesame
Street, Mr. Rogers and like programs on ETV are one year ahead
of the children who were not. Do we really want to push education
for children back a year?

I would point out that today over 4,000 adults are enrolled in the
GED program in my State alone and that in America there are 1.5

million productive adults who have obtained their high school di-

ploma through the GED program on ETV. This program alone is

worth funding public television. And they say that PTV is only for

the rich and elite?

I would point out that local PTV stations enable 325,000 tuition-

paying students a chance to earn a college degree through tele-

vision. I would point out that in this day when we are all concerned
with violence, especially among our youth, ETV has no violence, pe-

riod. If we pull funding, then our kids are going to be left with the
violence on all the other channels.
You say, well, now, Jane, some of your programs have been real

objectionable. Yes, a few have been, and nobody screams louder or

jumps higher than I do about them. You see what you are looking
at here is a southern fundamental, far-right conservative. And we
have run a few programs that I don't like. But we run so many
more wonderful programs that everybody likes. Please, don't throw
out the baby with the bath water.
During 1994, in Arkansas, there were less than 10 hours of pro-

grams that anyone objected to. Now you hear that? That is 10
hours for an entire year. They ran late at night. They had an advi-

sory in front of them and they had a phone number on the screen
for viewers' response. We are lucky if we get only 10 hours a day
of objectionable programs on other networks.
Now, I want you to know that I was married with children before

I knew that the word "kinky" meant anything in the world besides
an overprocessed permanent. And do you know where I learned it?

On daytime, prime time network TV, and it was not PBS.
Now, if we pull PTV, our kids are going to have a heavy, steady

dose of those kind of programs and they don't invite viewers to call

in with opinions. But I want you to know that we do and we listen

to those opinions, both pro and con, and we should listen because
we are public TV.
Remember this, our kids are going to watch TV and we can trust

them with PTV a lot more than we can with anything else. How
critical are these Federal dollars to individual stations? Well, it

varies widely anywhere from 6 percent all the way to 54 percent.
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But the more important question is, how critical are these Federal
dollars for the public television system? The answer is very critical.

It is estimated that many smaller rural stations will fold during
the first year and there goes our reach to 99 percent of the Amer-
ican TV households. Without these stations in the system, then
programming is more expensive for the survivors. Then many more
stations could close down the second year.

Now, some will survive but certainly not be public television as
we know it today. Now, some have said that public broadcasting
should be privatized, whatever that means. If privatizing means
seeking marketplace sources of funds, we know what that means.
We have a model. It is called commercial broadcasting. And we
would lose what is different about public television.

Do y'all have any idea how important public television is to the
public? Before I left Little Rock to come up here, I visited with
many folks on this issue. To a person, they could not believe that
you all are even considering doing away with or cutting their favor-
ite programs.
Now, I am not really sure that y'all understand how serious this

is going to be back home if you cut the public's television.

Please consider this: that of the three public educational institu-

tions in America—public schools, public libraries, and public tele-

vision—^that more people can be touched by public television at any
given moment than by the other two put together. And as a con-
cerned parent and grandparent and citizen of this country, I am
here to ask you today, do not rescind or cut the funding for public
television. It is just too important. Thank you.
Mr. Porter. Ms. Krutz, you are going to be a tough act to follow.

We do have three more witnesses and we are on time, I might add,
and thank you all for that.

[The prepared statement of Jane Krutz follows:]
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The Effects of CPB Rescission or
Downsizing for Public Television Stations

Mr. Chairman, members of the Subcommittee, I am Jane Krutz, one of the

foimding members of the friends board for the Arkansas Educational

Television Network, and still I serve on that board. We are a state network of

five public television stations serving Arkansas.

I am here today to speak to you on behalf of The Association of America's
Public Television Stations, which represents the 202 local public television

licensees that reach 99 percent of American television households, over the

air and free, through a system that is in place and working now, and to

represent the public that depends on it. As a concerned parent and citizen, I

am here today to ask you not to rescind or reduce ftmding for public

television.

In 1964, 1 first learned the concept of educational television. I was convinced
that it was a learning opportunity that my children could not miss—and I

became a volunteer for them. And now, after over 30 years as an active

volunteer, I am more convinced today than I was then that we must continue

this necessary tool of learning for my grandchildren and yours.

Service to Local Communities

We are all aware that government programs are being examined to evaluate

whether federal financial support is needed. I'm here to tell you that the

money that this committee appropriated for public broadcasting in fiscal year

1995 is one of the best bargains you get for the federal dollar. I would like to

tell you what these local stations do with this financial support, to serve the

people. Services that go far beyond the primetime schedule that is often the

topic of discussion here in Washington. Services that help children learn,

that help adults learn to read, that help high school dropouts get a GED
diploma; services that train child care providers and enable 1.8 million

teachers to use quality instructional programming to reach^ million

students; services that bring joy to senior citizens. I would point out that

when educational television was brought into the outlying rural areas of

America, many people were given their first glimpse of a New York ballet, or

an Italian opera.

When PBS aired the production of Wagner's complete four-opera "Ring
Cycle," over 12 million viewers timed in. The operas were seen by more
people in one week on public television than had ever seen them in all other

productions combined, since the first performance was held in 1876. And, I

January 19, 1995



1023

would point out that 27 percent of the audience was from households with

annual incomes of under $20,000.

You say that cable brings some of this type of programming. I would point

out that 40 percent of American families do not get cable. Some because it is

not offered in their area—most because they cannot afford it. If we eliminate

public television, these families will be shut off from any cultural,

educational, and artistic programs—and these are the families who need it

most.

Public television stations work directly with local schools. They average five

and a half hours a day of instructional programming for classroom use. They
broadcast overnight so that teachers can record and build a library of

programs. Stations encourage this and many publish special guides for

teachers as well as supplementary materials to facilitate the use of public

television programs in the classroom. Many rural schools cannot afford the

caliber of teachers and the resources to students that public television brings

into their classroom—and these are the students who need it most.

I would point out that commercial television has cut back its children's

educational programs to two hours a week—we broadcast educational

programs for children seven hours a day. Teachers have said "children raised

with Sesame Street and other public television programs are one year ahead,

when they enter kindergarten, than children not raised with it." Do we want

to push the education of children back a year?

I would point out that today there are over 4,000 adults enrolled in the GED
program in my state alone. Over one-and-a-half million productive adults

obtained their high school diplomas through this program on public

television. This program alone is worth funding public broadcasting. It also

does away with the idea that public television is only for the rich and elite.

Local public television stations also enable 325,000 tuition-paying students a

chance to earn a college degree through television. These generally older

students often live off campus, are employed and have adult responsibilities.

Public television helps them move ahead by making a college degree

accessible.

Federal Dollars are Critical for Public Broadcasting

There has been a lot of discussion about the appropriate federal role in

education. Public television is a positive force in addressing equity and access

issues in education. There is strong sentiment to loosen federal control of the

education dollars and send the money directly to the states to give local

schools greater flexibility spending their federal dollars. Public television

does that now. There is no mandate from some Washington agency telling
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local stations what to do. Public television stations pay a fee to subscribe to

the PBS national program service, but each station has the final decision on
what shows it chooses to air. Further, much of what individual stations

broadcast is produced for local viewing.

I would point out in this day when we are all concerned with violence

—

especially among our youth—that educational television has zero violence in

our programs. If we pull funding, then our kids are left with violence on all

the other charmels.

You say some of our programs have been objectionable. Yes, a few have

been—and nobody screams louder than I do about them. You see, what
you've got here is a Southern, fundamental, far-right conservative, and we
have run a few programs that I don't Uke. But we run so many more
wonderful programs that everybody likes. Please don't throw the baby out

with the bath water.

I would point out that there were six to eight hours of programs that any one

objected to that were rim in Arkansas during the year 1994. (That's only six to

eight in an entire year.) They ran late at night, with a disclaimer in front, and

a phone number on the screen to call. You're lucky if you only get six to eight

hours a day of objectionable programs on commercial television. Remember
this: our children are going to watch television, and we can trust them with

public television a lot more than we can with any other network.

Public television has been criticized for federal support for programs like

Sesame Street, which generate large amounts of revenue from ancillary

products. The producers of Sesame Street, the Children's Television

Workshop (CTW), markets products—it does so in order to reduce the cost of

the educational programming it provides. In FY 1993, CTW's net revenues

from Sesame Street-related products was returned to educational projects,

including the research and production that Sesame Street requires, and other

educational projects like Ghostwriter, a literacy initiative for seven-to ten-

year olds.

How critical are federal dollars to individual stations? That varies—widely.

CPB's community service grant ranges from six percent of cash revenue in

the case of WTTW in Chicago; seven percent for KQED in San Francisco and
KERA in Dallas, to as high as 54 percent for the small WCTF in Waco, Texas,

or 38 percent for KEET in Eureka, California. Arkansas' share is about 10

percent, by the way.

The more important question is: How critical are federal dollars to the public

television system? The answer to that question is: Extremely critical!

Without federal support, many of the small rural stations, whose CSGs
amount to over 30 percent of their revenue, would likely fold. There goes
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our reach to ninety-nine percent of American television households.
Without those stations in the system, programming becomes all that much
more expensive to the survivors and many more stations would cease to

operate in the second year. Eventually, I think we are looking at a system that

is very different from what currently exists. Some will survive, but it

certainly wouldn't be public television as we know it today.

Public television provides an opportimity for all Americans to have access to

education, information and the richness of our heritage. It reaches an
average of 102 million people a week, including over half of all children aged
2-5. It does not serve a small group of elitists as some would charge.

Most of our preschool viewers are from homes where the average income is

below $30,000. More than half of the regular viewers of public television (59

percent) are from households with income of less than $40,000 a year.

Public Broadcasting Leads in National Community Outreach Efforts

Beyond the national primetime schedule, public television is involved with
programs that explore social, educational and community issues. A chief goal

of public television "outreach" programs is to provide viewers with examples
of concrete actions they can take to translate desires to improve their lives

into local action for constructive change.

Public television has dedicated major resources to programming, support
materials and activities around the topic of literacy, the family, women's
health and now, for the next two years, youth violence.

We do all these things with the help of taxpayer dollars; about 80 cents per
person. Systemwide, this amounts to about 14 percent of our revenue. That
unrestricted 14 percent is the foundation upon which the system is built and
continues to grow.

For small stations serving rural area of the country, the community service

grant (CSG) can be as much as 52 percent of their cash revenue, not counting,

for instance, the indirect support which is received from an institution in the

way of buildings and staff. For example, the federal share is 52 percent of the

cash revenue of a particular station, but only 19 percent of the total revenue.

The balance is committed to operational costs and not available for program
purchases.

Among major producing stations, with far larger budgets, the federal share is

considerably less, often under ten percent. Yet for these producing stations,

the federal monies are the seed money for major national productions.

Without these unrestricted funds, the producers would be unable to begin
productions and attract other fvmding.
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In each case, the importance of the federal contribution far outweighs the

relative proportion it represents of the total revenues.

"Privatization" is Not the Solution

Some believe that public broadcasting should be privatized, although it is not

clear what this means. Several years ago, the Heritage Foundation originally

raised the concept in terms of selling stock in CPB. However, CPB has no
assets and its only line of business is distributing funds. It does not hold radio

and TV licenses to sell in the manner of a commercial marketplace.

If "privatizing" means seeking marketplace sources of funds for all of public

television's costs, then you are no longer talking about noncommercial,

educational programming as we know it today. We know what will happen.

We have a model and it is called "commercial broadcasting." This version of

"privatizing" cannot occur without giving up what is different about the

program content in public television.

Station Overlap

Finally, I would like to address station duplication or overlap. The
overlapping of public television signals is a geographic phenomenon, one

that occurs among many broadcasters. A station with a local mandate in one

state or city may, by virtue of the strength of its signal, overlap a local signal

from an adjacent community. This cannot be avoided. If both stations

broadcast similar core programming for their local audiences, most of which
are not in an overlapping area, there can be apparent duplication of effort in

the overlapped areas.

One fourth of the stations nationwide may overlap at some point in their

coverage area with another station. The same is probably true in commercial

broadcasting. A more appropriate concern would be whether there is

duplication of programming when two stations are licensed to virtually the

same area—in other words, where there was virtually total overlap of the

coverage area.

Currently, there are 19 metropolitan areas in the country which support more
than one public television station. In these cities, the stations seek to serve

different purposes. They are not duplicative because they share a market; for

instance, to serve adult learners, children, and general audience needs all day
long could require three different services.

Most stations try to serve a variety of audiences during the day. In cities with

more than one station, there may be several distinct services. For instance, in

Washington, DC, the audience for WHMM is an urban African American
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audience, while WETA serves a broader cross section of the community. In

Miami, WLRN serves Hispanic audiences and instructional purposes, while

WPBA serves a general audience.

The amount of actual program duplication (same program on same day),

based on a recent PBS study of eight metropolitan areas with more than one

station, was about 7 percent.

Public television—educational television—serves the nation with taxpayer

support in the amount of 80 cents per capita. In turn the system raises

another five dollars per person to deliver quality programming, that enrich

and education millions of Americans every day.

Please consider this —that of the three public educational institutions in

America—public schools, public libraries and public broadcasting—more
people can be touched by public broadcasting, at any given moment, than by
the other two put together. Those of us who benefit from public television's

services would like you to see it as a cost-effective way to reach people on

critical issues of the day, not as a luxury.

Thank you. I would be happy to respond to any questions.
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1028

Thursday, January 19, 1995.

WITNESS
GLORIA BORLAND, INDEPENDENT PRODUCER

Mr. Porter. Our next witness is Gloria Borland, an independent
producer.
Ms. Borland.
Ms. Borland. Mr. Chairman, my name is Gloria Borland and I

have submitted more detailed written testimony for the record. I

am here on behalf of independent producers and the talent and vi-

sion they have to contribute to the American broadcasting scene.
When I created my television series "The Business Owners," I

knew there was no prospect for nationwide commercial broadcast
or cable distribution. The story I wanted to tell was important, but
it would not fit with their mass-audience-market approach. Even
cable, with its niche channels, strive for the largest market share.
That is why I chose public television. And while I am glad my pro-
gram made it on to PBS, public television is the one place in our
system where important stories can be told despite the possibility
of a narrow market share.

All producers want a big audience, but at public television you
are not under the pressure to compromise your editorial product
just to win your ratings time slot.

Serious independent producers all across America have good and
important stories that need to be told, but commercial incentives
for national broadcast and cable will always work against us. That
is why it is critical for public television and the Corporation for
Public Broadcasting to continue to exist in our society.

In order to keep a full range of programming, our society contin-
ues to need PBS. In other words, programs like mine would not
have had the opportunity for national distribution were it not for

public TV.
My program is positive, it is about self-help. I came up with the

idea for "The Business Owners" because, more often than not, peo-
ple are stunned to find out that the person behind the global vil-

lage network is not a white male. "The Business Owners" helps to

change negative stereotypes. The guest profiles are so awe-inspir-
ing that they appeal to the human condition across all race, gender,
and class lines.

"The Business Owners" has generated an avalanche of enthusias-
tic phone calls and mail from viewers all across the country. We
have received excited comments from a wide cross-section of view-
ers, people wanting to start their own businesses, parents who
wanted their kids to watch the show, and a tremendous following
among educators. In fact, my biggest fans are public school teach-
ers.

A Florida teacher wrote sa3dng the kids in his class loved watch-
ing "The Business Owners" because it is not like many traditional
educational, boring programs. In Sacramento, California, they cir-

culated our tapes to students in the region. The District of Colum-
bia public schools used our programs in their ninth grade to help
broaden the students' vision of their futures.
The programs I produce promote private initiative and offer the

coming generation positive role models. They meet a real and im-
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portant need. My series has been written up favorably in The
Washington Post, received a three-star rating from The Washing-
ton Times, and was a front-page story in the Washington and Bal-

timore Business Journals. I was able even to get the prestigious

Wall Street Journal newspaper as our lead national sponsor. The
PBS adult learning services distributed our series, but—and this is

an important but—despite all our efforts and success, we have
never been able to get financial support from CPB or PBS.
Program funding means the ability to increase the production

values of a national program that will be more visually appealing
to a larger audience. Rather than eliminate CPB, I would propose
that Congress should strengthen its oversight. There is room and
need for reform of program funding decisions. Many independent
producers will agree with me when I say those decisions at CPB
and PBS do not often appear to be based solely on merit but rather

on long-standing relationships. Consistently funding the same peo-

ple year after year does not allow room for new producers with
fresh ideas and talent. Programs should be selected because they
present good television dealing with important topics that can in-

spire and educate the audience.
Any structure that has been in existence for over 25 years tends

to settle into a rut: complacency.
I hope the criticism that CPB has received over the past few

weeks will be taken constructively. I hope the impact of these criti-

cisms will move CPB, with the help of Congress, to take a challeng-

ing look at its program funding. CPB needs to open up those prac-

tices so that new talent gains an opportunity and public television

becomes truly inclusive of all the creative voices in America.
My preliminary recommendation for the Congress is that it sys-

tematically monitor CPB and PBS responses to independent pro-

ducers. The system, as it currently operates, does not give suffi-

cient attention to new talent and fresh ideas. I would be pleased

to work with the subcommittee and its staff as is appropriate to

help in any way possible in developing a more inclusive system.

I just wanted to add, I heard earlier, in the previous panel, that

people assume that by eliminating PBS that cable can pick it up,

that the cable channels will pick it up, but you don't realize that,

okay, cable has 60 percent of the American households, but if you
look at the numbers due to limited channel capacity, not all cable

networks have universal carriage over those 60 percent of house-
holds; it depends on the cable system where you actually live. So
even C-SPAN and C-SPAN II cannot be reached at all 60 percent

of those cable homes.
And Mind Extension University, which is part of the Jones Cable

Network, it depends on where you live, they do not have carriage.

In fact, they have very limited carriage across the United States.

The only place where you can get universal carriage still is PBS;
so just transferring and saying, well, all those good programs on
PBS can be found a home in cable, that doesn't work that way be-

cause cable does not have the infrastructure in place.

Digital compression will not happen—and I talked to some cable

operators—^will not be reality for another three years, if that, be-

cause of cable regulation and building the fiber plants. So you can't
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just—the programs will have no place to go if you do away with
PBS.
The telecos are not ready. We are looking at 1997-98 at the ear-

liest, so it is really naive to say that it can be absorbed by cable,

because they don't have the channel capacity and the only one that
has that universal carriage around the country is PBS. So thank
you.
Mr. Porter. Ms. Borland, thank you very much for your testi-

mony.
[The prepared statement of Gloria Borland follows:]
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Mr. Chairman and members of the Subcommittee, I was bom in Kodiak, Alaska and

raised in Honolulu, Hawaii. Today I reside in the District of Columbia. My father is African-

American and Native American and my mother is Japanese. Thus, I am probably one of the most

multi -cultural citizens to submit testimony to your committee.

I have been developing an international business and world culture cable television channel

for several years. More often than not, people are stunned to find that the CEO behind Global

Village Network is not a white male. Out of the frustration of having to constantly combat

negative stereotypes, I came up with the idea for a new television series. Thus began my odyssey

as an independent producer in the very difficult and sometimes hostile environment of Public

Television. The series I created, "THE BUSINESS OWNERS" is starting its fourth season and

despite not receiving any financial support from the Public Broadcasting System (PBS) my series

has been aired on over 100 PBS stations around the country.

I am a rare example of an independent television producer able to produce and distribute

national programming for three years, without any financial assistance from the Corporation for

Public Broadcasting, CPB or PBS. I have applied for funding and have been repeatedly turned

down. 1 will outline my experience with CPB and PBS which illustrates why the current structure

does not support independent producers. And I will offer my preliminary suggestions on how the

structure might be improved.

Let me tell you briefly about the evolution of "THE BUSINESS OWNERS". During the

Christmas holiday season in 1990, 1 visited relatives in California and Hawaii. Wherever 1 went,

I saw that non-African Americans had negative impressions of Blacks. How did this negative

impression come about? Just one answer.. .the power of television!

Television more than any other medium had the power to portray all of urban America

falsely as a crime- and drug-infested hellhole. People all over the world believed the unbalanced

and over-blown images they saw on their T.V. sets. 1 felt shame and embarrassment. African-

Americans were chained to some of the worst negative stereotypes imaginable. This was the

background, the mood, that set the stage for what was to come next.

In February 1991 , during Black History Month, I saw the usual offerings on television,

the typical stereotypes of success: entertainers and athletes. I never saw blacks portrayed using

their intellect, working hard and using creativity to build and grow a business. A black person as

a business owner was never depicted in such a responsible role. Blacks on TV are either

singing,dancing, playing ball, taking drugs or getting arrested for some criminal offense.

1
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Hoping to create some balance to offset these stereotypes, I created "THE BUSINESS

OWNERS", a 13-episode educational television series featuring successful African-American

entrepreneurs. I wanted to bring to television a different kind of role model: the hard working,

intelligent and honest, business owner making a positive contribution to society. We offer

viewers personality profiles of black Americans who have been able to achieve the American

dream of owning a business in our free enterprise system. Our TV series coincided with the new

emphasis the Congressional Black Caucus, the National Urban League, NAACP and other black

organizations started to place on economic development and minority entrepreneurship

opportunities.

1 asked PBS for assistance in funding and distribution; I was rejected. I wrote to Jennifer

Lawson at PBS and received no reply. ! applied to the CPB multi-cultural programming fund;

I was rejected. Other independent producers warned me that PBS and CPB will only fund

producers that are their friends. They said I did not have a chance because 1 was an unknown

outsider. Other independent producers asserted from their own experience that the merit of a

given production carries no decisive weight with CPB or PBS. The institutions are inundated with

good ideas every day. You need to know someone in the CPB/PBS structure to get funding.

Since I was unable to get funding from CPB and PBS, I turned to the private sector. After

numerous rejections 1 was able to raise enough money for a pilot. I had friends, business

professionals, ministers, both black and white, donate their money to back a television program

they wanted to see get produced and aired. PBS station WHMM's program director, Brenda Otis,

said she would air the series but WHMM could not offer me any fmancial or production assistance.

After a very difficult fundraising endeavor I was able to raise a shoestring budget from

Washington Gas, a local utility. 'THE BUSINESS OWNERS" premiered in November 1991, on

WHMM in Washington, D.C. The 13 week series was given toWHMM for free and was totally

funded by the private sector. Not a penny came from CPB or PBS.

We received tremendous press publicity. The new series was profiled in The Washington

Post TV Week, the front page of the Washington Business Journal, and the front page of The

Washington Times Money section. Since we did not have any money for advertising, the positive

coverage in The Washington Post and other publications helped us receive the attention our series

needed. Even though PBS station WHMM did not support us financially, they benefited from the

positive press publicity ourTV series brought.

The Washington Post TV Guide said, "Proniing the Can-Do Spirit of Black

EiitrepreneDrs...this program helps change negative stereotypes."

November 2, 1991.
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The Washington Times said, "Ms. Borland wants the series to be a little like the

Cosby Show: It has an all-black cast but it's meant to appeal across racial lines,"

October 2 1.1991.

Washington Business Journal said, "the Black Horatio Alger Show, a pilot

program featuring snccessfal entreprenership.-.targeted toward breaking the

negative stereotypes of African Americans on television as well as celebrating

minority entreprenenrship."

October 2 1,1991

Why did "THE BUSINESS OWNERS" receive such positive media publicity? Because

our positive editorial concept had never been seen on television before.

Our first series consisted of 13 weeidy episodes. Briefly described here, are three

episodes from our first year's offerings:

Series I - Episode #101 - Wally "famous" Amos came from a broken home, was raised in

poverty, was a shoeshine boy, dropped out of high school, earned his GED in the Air Force and

became an international gourmet cookie business celebrity. He tells how he turned his life around

through education and hard work.

- Episode #102 - Raymond Haysbert is now the CEO of Parks Sausage. Bom in poverty,

he was a juvenile delinquent and was arrested by the police as a teenager. Heading into trouble he

decided with the help of his father to turn his life around. He excelled at school. The first job he

held was collecting garbage, and today he runs the largest black-owned manufacturing company in

the United States. Parks Sausage sells $26 million dollars of sausage every year. Parks Sausage

was also the first black owned business to go public and sell shares on the New York Stock

Exchange.

- Episode #1 1 1 - Wilfred Gray saved $500 from his unemployment checks and started

Gray Paper on his kitchen table. Ten years later Gray is the only black-owned union printer in the

Washington area employing close to 20 people.

We produced 13 half-hour episodes featuring African-Americans who, despite the odds,

were able to succeed in life and business. Our programs were personality profiles that inspired

viewers.
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Members of the Congressional Black Caucus heard about our series and encouraged us to

distribute the programs nationwide.

Congressman Alan Wheat (D-Missouri) wrote, "The show's portrayal of minority

entreprenenrs defying the odds to carve a niche for themselves and give

something back to society should serve as an inspiration....In light of the show's

universal theme -- the rewards of courage, imagination and hard work -- I believe

"THE BUSINESS OWNERS" could be a valuable addition to the broadcast

programming in other areas of the country as well. As President of the

Congressional Black Caucus Foundation, I am constantly reminded of the

importance in the lives of young black men and women of strong and successful

role models. It is my sincere hope that you receive the support to bring your

program's important message to other communities across the nation."

Congressman Edolphus Towns (D-New York) wrote, "It is critically important that

the black community, especially young people, be exposed to positive role models

in realistic and honest occupations...It is my hope that the Public Broadcasting

System (PBS) will appreciate the merits of your project and enable you to

disseminate entrepreneurial "success stories" throughout the American television

community. It is crucial that we in the black community utilize small business

opportunities to achieve economic empowerment."

Congressman Ron Dellums (D-Califomia) wrote, "I commend you for your

successful effort in creating an innovative program that will profile first-hand

people who have overcome all obstacles to become a success. It will foster a

positive image of minority capability to an ever-expanding television audience,

but more importantly, it will provide role models to those who might need

inspiration and encouragement to launch their own business. I encourage you to

carry out your plan to expand the program and carry "THE BUSINESS
OWNERS" series nationwide, as I would very much like to see this series made

available by PBS to my constituents in the San Francisco Bay Area."

Congressman John Conyers(D-Michigan) wrote, "You have captured and brought

to fruition the positive concept of successful minority businesses."

'THE BUSINESS OWNERS" received an avalanche of phone calls and mail from

viewers. We received excited comments from a wide cross section of viewers, people wanting to

start their own businesses, parents who wanted their kids to watch the shows, and a tremendous

following among educators. Teachers became our biggest fans. 1 received a letter from Judy
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Fredetteof the District of Columbia Public Schools. She wrote, "Congratulations and thank

you for your excellent TV series, "BUSINESS OWlVfERS". The Widening

Horizons Career Orientation Program at the ninth grade level in the District of

Columbia Public Schools, is designed to broaden student's visions of their

futures. Your interviews with successful entrepreneurs in our own community

have helped our students "see" themselves following their example. The realistic

but encouraging experiences described by these men and women have been

invaluable in discussions of "M'hat is possible" within our DC world. I would

like to be able to share this valuable motivational and educational tool with future

students. Would your please send information on how the District of Columbia

Public Schools might acquire copies of the series for the Widening Horizons

Program?"

"THE BUSINESS OWNERS" series was a hit to viewers, to teachers and to members of

the press! The show was a hit to everyone but PBS.

In order to take the series nationwide I wanted to increase the production values and create

a visually slicker looking program. Since I failed to get any financial or production support from

CPB and PBS, I tried the strong regional PBS program producer South Carolina Educational

Television. We were rejected. South Carolina Educational Television would not even give me the

courtesy of an appointment.

1 knew the series deserved a larger local audience share. Therefore, I took the programs to

WETA, a larger PBS station in the Washington market. Cheryl Head told me that WETA could

not help me produce the series and would not be interested in airing the series because it did not fit

their demographic profile. 1 did, however convince her to air our programs during Black History

month. We gave our series to WETA for free. I am grateful that WETA did air the series in

February 1992 during Black History Month.

Because we were airing on WETA a television critic decided to review our Parks Sausage

episode. And here is where we made history. "THE BUSINESS OWNERS" received a 3 star

rating out of a maximum 4 stars! (4 stars is Hollywood production fare). I doubt any independent

low budget series airing on PBS without any financial assistance from PBS or CPB ever received

such a high rating.

Don Kowet, Television Critic of The Washington Times, wrote: "The 13-part

"BUSINESS OWNERS ' series - part of WETA's Black History Month lineup -

focuses on black entrepreneurs who've made good. And none has begun on a

lower rung of life's ladder, or leveraged himself higher, than Mr. Haysbert. ...
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Miss Borland's total budget for the 13 half-hour shows was less than $100,000 --

roughly a third of the cost of a single hour-long network documentary. The

shoestring budget precluded her from using the pyrotechnics of big-league

documentarians -- glitzy graphics, clever camera angles and lots of locales.

Instead, Miss Borland has one camera, pointing at Mr. Haysbert sitting in front

of a bookcase. The nearest thing to "glitz" is the yellow "Parks Sausage Co."

hard hat hanging off a shelf behind him. From time to time, still photos from Mr.

Haysbert's past are inter-cut or there's film footage of the company's production

line. It's that simple—and somehow it works. Mr. Haysbert's inspirational tale

doesn't need any dolling up with fancy flourishes. He's a good enough

storyteller to turn the TV set into a campfire. -RATING *** 3 STARS,

February 14, 1992.

We received a tremendous response from white viewers. "THE BUSINESS OWNERS"

received positive letters from people who were not ethnic minorities but enjoyed the inspirational

profiles of the cou.ageous human beings we profiled. I was able to fulfill my goal of creating a

television program that crossed racial lines.

WETA did not pay for our programs and they benefited from the positive press publicity

we brought. Viewers wrote WETA letters praising "THE BUSINESS OWNERS" as important

programming benefiting the community. One letter even included a financial contribution to

WETA as a gesture of thanks for airing "THE BUSINESS OWNERS". Of course that viewer's

contribution went straight to WETA; the independent program producers did not receive a penny.

In February 1992, "THE BUSINESS OWNERS" Series One went out on PBS's National

"soft feed". The "soft feed" is where independently produced progranruning not financially

supported by CPB or PBS is satellite-fed. PBS stations around the country pick up and air the

programs at their own discretion. Independently produced programming on the "soft feed" is

usually given to PBS stations for free. Independent producers know that if you want your

programs aired by PBS stations you had better not charge for it. Whereas, programs distributed

on the "hard feed" are funded in part by CPB and PBS, and most of these programs require the

PBS stations to pay for them. "Hard feed" programs are usually mandatory and all the 300 PBS

stations usually air it.

The national "soft" satellite PBS feed was at my own expense. Not a single penny came

from CPB or PBS. I was able to get the prestigious Wall Street Journal newspaper to become our

national underwriter. The Wall Street Journal saw the validity of what we were trying to do and

we will always be grateful for their modest but pivotal contribution. The Journal's contribution

covered the satellite feed costs and part of the marketing costs for expenditures such as; mailing
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promotional materials to stations, advertising in The Current (a public broadcasting newspaper),

and the very expensive, time-consuming phone calls to every PBS station's program manager.

The Wall Street Journal also supported us with five tune-in ads in its national edition.

Trying to get distribution on PBS stations via "soft feed" is a very difficult, expensive and

time-consuming ordeal. We had to make personal pitches to every PBS station in the country. It

is an enormous undertaking to try to convince the program manager by phone, fax and mailings,

that they should consider airing 'THE BUSINESS OWNERS". We were able to convince PBS

station WNET New York, all the Florida PBS stations, Nebraska, Oklahoma, Texas, Virginia,

Wisconsin, Arkansas, New Jersey, Louisiana, Kentucky, Mississippi and Michigan PBS stations

without any difficulty. We had enormous difficulty with California PBS stations, Alabama,

Boston, Maryland, Tennessee, North Carolina and South Carolina PBS stations. The PBS stations

in Los Angeles and the surrounding suburbs all said our program did not fit their targeted

demographics of upscale older white households. After the NAACP and Representative Maxine

Waters looked into the matter, KCET and KLCS Los Angeles finally aired "THE BUSINESS

OWNERS". We received almost a hundred phone calls and letters from viewers in the Los

Angeles area. The same thing happened in North Carolina, South Carolina and Maryland. It was

ironic to receive letters of support from viewers in the very same areas that at first rejected airing

"THE BUSINESS OWNERS". The PBS station program directors wrongly assumed their

targeted upscale white demographic viewership would not appreciate our series. And thanks to

channel surfing, a large number of minority viewers hungry for relevant educational material also

tuned in to PBS.

We received letters of appreciation from viewers all over the country. Our biggest support

came from teachers. A Florida teacher wrote saying the kids in his class love watching "THE

BUSINESS OWNERS" because it is not boring like many traditional educational programs.

The Sacramento, California Office of Education wrote, "We're very excited about "THE

BUSINESS OWNERS" PBS feed and per our phone conversation of yesterday, would like to

have written rights to tape and circulate this series to students in our region."

One letter really touched me. It came from an inmate at Marion Federal Penitentiary. He

wrote saying that he watched "THE BUSINESS OWNERS" every Monday night on WEIU in

Illinois. Our programs inspired him. He said that as a result of watching the series, when he gets

out of prison he wants to be a small business owner. The inmate told me he is reading and

studying business topics at the prison library.

After having a successful first season and getting aired on over 100 PBS stations we

applied to the Independent Television Service, ITVS in Minnesota for funding. ITVS is financially

supported by Congress and CPB, to help independent productions to air on PBS. For our demo

tape we submitted to ITVS the Parks Sausage piece, the program that received a 3 star rating. I

was disappointed again when we got rejected.

7
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The PBS Adult Learning Service, a separate entity from PBS, selects programs that have

already aired on PBS stations and redistributes them to PBS stations, educational institutions and

corporations throughout the United States, Canada and Mexico. We were honored that from

hundreds of new television programs to choose from, the PBS Adult Learning Service approached

us with an offer to distribute our series through their distribution arm. Through the PBS Adult

Leaming Service's marketing efforts we received additional distribution to universities and

colleges. We were also given the opportunity to earn a small royalty, which was split 50 -50 with

the PBS Adult Learning Service. We are grateful the PBS Adult Leaming Service elected to

market and distribute "THE BUSINESS OWNERS" Series One in 1992 1993 and Series Two in

1993- 1994. At he same time we were rejected by ITVS for funding, the PBS Adult Leaming

service was approaching us to sign a distribution contract. It seemed strange that the PBS Adult

Leaming Service valued our programs whereas ITVS did not.

While we were producing our second season, I was surprised to see another new series

being distributed on PBS called "THE BLACK ENTREPRENEUR". Imitation is the best

compliment, but a bit unfair when the competitor is produced "in-house" by PBS station WLRN in

Miami. I now have a copycat competitor produced by PBS employees and funded by a PBS

station. Having tax dollars go to my competitor is not an even playing field. But it soon happened

a second time. KCET in Los Angeles decided not to air "THE BUSINESS OWNERS" Series

Two or Three. After the riots in L.A. they received funding to produce their own in-house special

program on black businesses. In fact they even featured one of the guests from "THE BUSINESS

OWNERS" Series One in their in-house production. When we first tried to get KCET to air 'THE
BUSINESS OWNERS" in Febmary 1992, they refused because it did not fit their targeted

demographic and programming needs. After the L.A. riots, they now had produced an in-house

special program with our similar topic, black small business owners.

We continued to produce additional 13 half-hour programs in Series Two and Series Three.

Series Two contained several historical profiles. Episode #205 documented the 100 years of

publishing the oldest black-owned newspaper in the country, the Afro-American newspaper chain.

The Afro was founded by John Murphy, a former slave and Union soldier. We used historical

photographs dating back to the Civil War. Another historical documentary was shown in Episode

#209 profiling the oldest black-owned business in America, the C.H. James & Co. In Series

Three, Episode #302 looked at the unique problems women-owned businesses face. We are

currently finishing Series Three and will shortly begin shooting Series Four. Again all the

production funding for Series Two and Three came solely from the private sector, not a penny

came from PBS. For Series Four I have identified an Emmy Award winning producer/editor and a

director that has won an award from the National Education Association. I have identified the

African-American high-end producers/director/editor/talent that can improve the production values

of "THE BUSINESS OWNERS" but I do not have the funding to bring them on board.
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1 must share with you that every potential corporate underwriter I approach for funding

does not understand why a successful program that the minority community and educators want to

see on television, is not being supported in any way by CPB or PBS. Corporations feel that we

should be receiving some level of seed money support from CPB and PBS, since PBS benefits

from our free distribution to their stations.

In my almost four years of dealing with PBS as an independent producer I have come to

learn that as the structure is currently set up, it really is not in the stations' best interest to help

independent producers. It is more economically advantageous for the stations to receive funding

themselves and to produce programs in-house using their own staff. Independent productions are

a drain on their resources. PBS stations do not want to give any part of the funding they receive

from the Federal Government through CPB, State funding, foundation grants or other sources to

any outside independent producer. It is in the PBS stations' best interest to keep all funding for

use internally. PBS stations have large staffs and bureaucracies to fund. Many stations have other

strong PBS stations to compete with in their very same market area. Today, with funding sources

becoming scarce, PBS stations fight for every dollar available, including funding that may have

gone to small independent producers in the past. I have come to learn and see over the years that

PBS stations really compete against independent producers for funding, especially in the private

sector. When an independent producer is rejected by CPB/PBS/ITVS for funding, they are told by

PBS program directors to seek funds in the private sector. When you go to foundations and

corporations, the PBS stations are there too. This is unfair.

Several months ago I approached Kaiser Permanente an insurance company for

underwriting support. They told me they already gave money to sponsor "THE BUSINESS

OWNERS" when it aired February 1994 on WETA. Although I did not know it at the time. Kaiser

Permanente did sponsor the series when it aired on WETA during Black History Month. Kaiser's

money went to the station, I did not receive a penny. Station WHRO Norfolk, Virginia sold

sponsorships to Burger King when the series aired. Again, we did not receive a penny. Stations

are equipped with full time employees who do nothing but sell underwriting /sponsorships to

corporations. They have the equipment to produce the underwriting credits. An independent does

not have the resources to compete against a station.

Most independent producers have not gotten as far as I have. They become frustrated after

six months and give up. One independent producer told me, "They have no business being called

public. Their bureaucracy is endless. I gave up at the very beginning. Friends that worked at

PBS said don't bother." A lot of independents that 1 spoke with did not want to be named in my

testimony for fear of retaliation by PBS stations who may decide not to air their programs.
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I recently met with Robert Coonrod at CPB. I sincerely asked him to help us. I asked for

guidance and funding assistance. I received a letter back from Coonrod and Don Marbury that was

cold and dismissive.

At first when CPB/PBS/ITVS rejected me, I went out with determination to prove myself.

After we proved ourselves with a 3 star rating, tremendous press coverage and strong support

from viewers, they still reject us after four years. "THE BUSINESS OWNERS" television series

has been on CPB and PBS' peripheral edge for almost four years, always looking in, but never

allowed into their funding system. Something is wrong with the structure. The structure

encourages stations to compete with independents. The structure encourages CPB/PBS to only

deal with the "big-boy" name producers.

The Pentagon has a better track record of reaching out to disenfranchised talented groups.

For decades the Department of Defense spent money only with the large "big-boys", the

conglomerates that were part of a "good-old-boy network". By congressional law, DOD was

mandated to set aside a percentage of procurement dollars for small, woman, and minority-owned

firms. Today the DOD structure is not perfect, but it seems to be fairer than the current CPB/PBS

structure. I would emphasize here that we are not talking about handouts to unqualified women

and minorities. We are talking about changes to the PBS structure that are needed to encourage

and reward real talent.

Another area the House needs to investigate is the funding of PBS' new cable television

channel. Horizons Cable Network. Tax payers dollars are helping to support a new cable network

that has the entrepreneurs behind other new cable networks aghast! Channel capacity is extremely

tight and other new cable networks have programming concepts similar to Horizon. New cable

programmers who have to raise their financing in the private sector feel it is not a level playing field

to have to compete against a government funded channel. Some new cable channel presidents

were afraid to be identified in my testimony, because Horizons is headed by the former president

of PBS, Lawrence Grossman. They felt he is too powerful a figure to openly criticize.

We at Global Village Network do not mind competing with Horizon, but let's do it on a

level playing field. According to Doug Ritter, president of the Arts and Antiques Network, "No,

no, PBS should stay away from starting a new cable network, they should stay away from

commercial operations." Was it Congress' intent that CPB/PBS start a new commercial

advertising and merchandising cable television network?

I strongly urge the members of this subcommittee to scrutinize how CPB spends its

approximately $350 million per year. 1 have never seen that documented. I also strongly

encourage the subcommittee to look at the current structure and operation ofCPB/PBS as it relates

to funding diversity of talent and expression. The structure as it currently exists is not friendly to

small independent producers.

10
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The current structure creates a hostile environment where small independents have to compete

against the large PBS stations in their community and around the country. If you were a

corporation or a foundation would you give underwriting dollars to a small independent ? Or

would you feel drawn by familiarity and inertia to donate your money to a large PBS station with

infrastructure, studios, numerous employees and a big presence in your community?

Testimony given to the Senate and House last summer and fall by CPB and PBS, praises

their dedication to multi-cultural programming. But when you get down into the trenches and talk

with the actual "gate keepers," PBS station program directors, they continually reject programs

that may not appeal directly to their "Masterpiece Theater" upscale households. When CPB goes in

front of Congress for tax payer support and funding, they claim to be the good guys providing

support for multi-cultural programs. They claim in front of Congress, to provide programming

that "looks like America". But when 1 met with CPB's Robert Coonrod on June 30, 1994, he

privately told me their research shows the PBS viewer to be an older white demographic. Thus,

implying the reason my series is not getting financial and distribution support from PBS is

because it does not fit their main target demographic. There is a conflicting and unfair policy here.

CPB/PBS is a structure that has made a practice of awarding grants to stations and big

producers that they have done business with for years-just like the old DOD. The Independent

Television Service (fTYS), a supposed answer to this problem, has not worked. It pushes the

independent away from the main stream, not into it. It did nothing for me.

1 have been able to produce main stream programming without "equal access" to funding

and distribution. I hope that ways can be found for the structure at CPB/PBS to improve.

My preliminary recommendations for this subcommittee are:

1

)

To conduct a very careful investigation of CPB/PBS responses to independent producers who

are not part of their accepted "family."

2) Continuing oversight by this subcommittee into the systems performance in regards to fair and

equal access by independent multi-cultural producers, so as to check past bad habits.

3) I would be glad to work with the subcommittee, to help develop remedial measures that can
make the CPB/PBS structure supportive and not hostile to independent producers who are not part

of the "inner circle."
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Thursday, January 19, 1995.

WITNESS
LYNN CHADWICK, PRESIDENT AND CEO, NATIONAL FEDERATION OF
COMMUNITY BROADCASTERS

Mr. Porter. Our next witness is Lynn Chadwick, representing
the National Federation of Community Broadcasters.
Ms. Chadwick. Thank you, Chairman Porter and Members of

the committee, for asking me to speak to you on behalf of the com-
munity radio stations across the United States.

Community radio may be a new term to many of you, and I am
delighted to have the opportunity to tell you about this valuable re-

source that exists in communities from Alaska to Florida and Cali-

fornia to Maine.
I am Lynn Chadwick, President and CEO of the National Fed-

eration of Community Broadcasters, which is the national member-
ship organization for community radio, and I represent some 100
community radio stations and an additional 100 college radio sta-

tions, producers, and other individuals and entities participating in

the whole network we collectively refer to as the "public radio sys-

tem."
The NFCB is a 20-year-old grassroots organization which is es-

tablished and supported by our member stations. The first thing I

want to tell you is that community radio supports funding for the
Corporation for Public Broadcasting. The second thing is that I re-

quest the opportunity to submit a more full testimony within a few
days to the committee.
Mr. Porter. We will receive that.

Ms. Chadwick. I have worked in community radio for 19 years,

and I can tell you that public broadcasting is a very complex story.

So I look forward to helping the committee as you look over the
data that you receive today and sort it into information, which I

think is going to be a real challenge.

Community radio stations are locally controlled, noncommercial,
public radio stations. While the first community radio station,

KPFA in Berkeley, California, was established in the late 1940s,

many of the stations were established in the late 1970s through the
1980s. There are a few stations still coming on the air. In the past
year, WZRU began broadcasting to the rural community of Roa-
noke Rapids, North Carolina, and KSWS began broadcasting in

South Dakota, licensed to the Dakota Nation. The largest group of

stations now coming on line in community radio are stations serv-

ing Native American communities and others living on or near res-

ervations where these stations provide the only broadcast signal of

any kind and there is no cable.

Community radio is a service provided by and for its local com-
munity. Each station's mission is established and monitored by a
board of directors drawn from the community. These stations epito-

mize the basic tenets of U.S. communications law, that the air-

waves belong to the people and that broadcasters serve the public

interest. These stations draw their largest portion of operating
funds from listeners in the communities.

Stations such as Radio Bilingue, which serves a Spanish-speak-
ing audience in California's Central Valley, or WVMR that serves
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rural West Virginia, receive many of their donations in five-dollar

bills, which represent a true gift from the households that these
stations serve. KVNF in Paonia, Colorado serves the western slope
where forest fires killed several firefighters last summer, and the
station itself lost its main transmitter but kept broadcasting during
the fires, providing the only local information available in its serv-
ice area.

The stations that I have mentioned above are the ones that re-

ceive the largest portion of their budget from CPB funds, up to 35
or 45 percent of the station's operating cash. If CPB funding is cut
back severely, obviously these are the stations that would be hit

the hardest. However, everyone loses: the communities these sta-

tions serve, the regional and national networks that rely on these
stations to provide reporting such as last summer's forest fires, and
finally, audiences across the country.
Community and public radio stations provide broadcast signals

to over 86 percent of the U.S. population.
And before I came here, I got a fax letter in from one of my mem-

ber stations, KMUN up in Astoria, Oregon. And I just want to read
to you from it. The manager there says, If the funding was cut

—

he says:

"KMUN is one of the small rural stations that would have a dif-

ficult time if Federal funding disappears. Perhaps not immediately.
We subsisted for 10 years without CPB funding as we grew enough
to be noticed. But in the long run, as equipment breaks down, as
$12,000 salaries return, with loss of health benefits, and as good
staff move on to find real jobs, KMUN will eventually die.

"We will immediately lose all national programming with the ex-
ception of the free shows. These, of course, will soon be gone be-
cause most are produced at stations supported by CPB. Eventually,
as the transmitter breaks or the STL gives up—and with no NTLA
funds—the station will simply be unable to continue to broadcast.
Bleak, huh? And what would the local populations of the 40 tiny
towns and communities we service in northwest Oregon and south-
west Washington lose without us on air?

"How about bedtime stories read each night during the week at
8 p.m. by local readers with a chapter book and short stories and
lullabies to put the kids to bed with, on the air for 10 years here.
"How about the alternative to Saturday morning cartoons, the

Skinnamarink show with kids, music, stories, and games each
week, produced by local school teachers and librarians, on our air

for nine years?
"How about our Spanish language, culture, and music program

organized by local Hispanic volunteers, a growing but poor commu-
nity here?
"How about the classical music unavailable on any other station

for 300 miles—or jazz or folk music or local news and public af-

fairs?

"How about coverage of the county commission meetings and the
State legislature, not done by the commercial stations here? All

this would go without assistance.
"It isn't for lack of support locally. We have more than a thou-

sand members, more than 200 volunteers, including Republicans,
Democrats, Independents and nonpoliticals. The county district at-
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tomey is our Friday night jazz programmer. We have affiUated

with the local newspaper for a public affairs forum show, and
teamed with the community college and their communications de-

partment teaching the radio class for credit. We are the prototype

for the most accessible radio in the world. We advertise for people

to come and learn to be radio programmers. Our community is on
the air talking to each other here."

I was going to go into cable, but you have heard so much about
cable. But I want to add what it means to rural community.
The station at KVNF was told they would lay cable if there were

10 households to the mile in their neighborhood. She said there is

no way there are going to be 10 households to the mile. Cable is

not going to come to Paonia, Colorado.
So what I want to finish by saying is, are we ready to give up

on 25 years of Federal support for public broadcasting just as the

Nation is beginning to understand the potential of the information

age to unite communities within urban areas and within interest

areas across the Nation? Continued Federal support for public

broadcasting will guarantee that all communities in the country,

rural and urban, remote and inner-city will benefit from the prom-
ises of telecommunications—to learn about each other, to learn

from each other, to share the music and the stories and the

thoughts and the judgments from a variety of viewpoints.

This is the mission of community radio and public broadcasting.

Community radio still believes in this mission and Federal support
helps us to accomplish it. Thank you.

Mr. Porter. Ms. Chadwick, thank you very much for your testi-

mony.
[The prepared statement of Lynn Chadwick follows:]
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Thank you. Chairman Porter and Members of the Subcommittee, tor asking me to speak to you

today on behalf of community radio stations across the United States. Community radio may be a

new term to many of you, and I am delighted to have the opportunity to tell you about this

valuable resource that exists in communities from Alaska to Florida, and California to Maine. The

first thing I want to tell you is that community radio fully supports sustained funding for the

Corporation for Public Broadcasting.

I am Lynn Chadwick, President and CEO of the National Federation of Community Broadcasters,

which is the national membership organization for community radio. I represent some 1(X)

community radio stations and an additional 130 college radio stations, producers, and other

individuals and entities participating in the whole network we collectively refer to as the public

radio system. The NFCB is a twenty year old grassroots organization which was established and

is supported by our member stations.

I have worked in this field for nearly 20 years, and I understand the complexity of the structure of

public broadcasting. I look forward to helping the committee fully understand how this system

works and the value of federal funds to community radio. You've heard a lot of data today that

needs to be sorted into information.

COMMUNITY RADIO ARE LOCAL STATIONS, PROVIDING UNIQUE SERVICES

Community radio stations are locally controlled, non-commercial public radio stations. While the

first community radio station, KPFA in Berkeley, California, was established in the late 194()'s,

many of the stations were established in the late 1970's through the 1980's. There are a few

stations still coming on the air. In the past year WZRU began broadcasting to the rural community

of Roanoke Rapids, North Carolina and KSWS began broadcasting in South Dakota, licensed to

the Dakota Nation. The largest group of stations now coming on line in community radio are

stations serving Native Americans and others living on or near reservations where these stations

provide the only broadcast signal of any kind.

Community radio is a service provided by and for its local community. Each station's mission is

established and monitored by a board of directors drawn from the community. These stations

epitomize the basic tenets of U.S. communications law; that the airwaves belong to the people

and that broadcasters serve the public interest. These stations draw their largest portion of the-r

operating fimds from listeners in their communities.

Stations such as Radio Bilingue, which serves a Spanish-speaking audience in California's Central

Valley, or WVMR, that serves rural West Virginia, receive many of their donations in $5 bills

which represent a true gift from the households these stations serve. KVNF in Paonia, Colorado

serves the western slope are where forest fires killed several firefighters last summer and the

station itself lost its main transmitter, but kept broadcasting during the fires, providing the only

local information available in its service area.
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EVERYONE LOSES IF PUBLIC BROADCASTING IS CUT

The stations that I have mentioned above are the ones that receive the largest portion of their

budgets from CPB funds, up to 35% of their operating cash. If CPB funding is cut back severely
,

obviously these are the stations that would be hit the hardest. However, everyone loses: the

communities these stations serve, the regional and national networks that rely on these stations to

provide reporting such as on last summer's forest fires and finally audiences across the country.

Community and public radio stations provide broadcast signals to over 86% of the U.S.

population.

LETTER FROM KMUN, COMMUNITY RADIO IN ASTORIA, OREGON

I believe that this letter from a station manager in Astoria, Oregon, population 10,0(X), best

describes the value of CPB funding, and what the results of major cuts in federal funding will be in

small towns and rural America:

January 17. 1995

Richard Carlson

President. CPB
901 E Street. NW
Washington. DC 20004

Dear Sir.

I listened today as KMUN aired the KCRW discussion program andfound

your responses and approach to the issues offederal financing for public

broadcasting hitting the right note. You also sounded sincere and genuinely

troubled by some of the unfair characterizations ofpublic radio being thrown

around in the media. Sadly, we have alhwed ourselves to be put in the position

ofsymbol for a lot of society's ills.. .very much as the welfare mother and single

parent household have. But unlike them, we have a voice and it should be used.

Mr. Horowitz ' point that taxpayers should not be required to pay for

something they do not believe in cuts both ways. Many Americans do not want to

fund another set ofB-1 bombers or interstate highways, but are compelled to do

so. And why are religious stations allowedfree spectrum space to both

continually fundraise and to plug candidates and issues of their choice (uniformly

conservative) without being labeled as is public radio ?
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But that isn 't why I am writing. KMUN is one of the small, rural stations

that will have a difficult time iffederal funding disappears. Perhaps not

immediately. We subsistedfor ten years without CPB funding as we grew enough

to be noticed. But in the long run. as equipment breaks down, as melve thousand

dollar salaries return (with the loss ofhealth benefits), and as good staffmove on

to find real jobs. KMUN will eventually die.

We will immediately lose all national programming with the exception of

the free shows. These, of course, will soon be gone because most are produces at

stations supported by CPB. Eventually, as the transmitter breaks or the STL gives

up — and with no NTIA funds — the station will simply be unable to continue to

broadcast. Bleak, huh? And what would the local populations of the forty tiny

towns and communities we service in northwest Oregon and southwest

Washington lose without us on-air?

How about bedtime stories read each night during the week at S PM by

local readers with a chapter book and short stories and lullabies to put the kids to

bed with? (On the airfor 10 years here). How about the "alternative to Saturday

morning cartoons" the Skinnamarink show with kids, music, stories, and games

each week produced by local school teachers and librarians? (On our airfor 9

years). How about our Spanish language, culture, and music program organized

by local Hispanic volunteers, a growing but poor community here? How about

the classical music unavailable on any other station for 300 miles or jazz orfolk

music or local news and public affairs? How about coverage of the county

commission meetings and the state legislature? (Not done by the commercial

stations here). All this and NPR news. Car Talk. Thistle and Shamrock, Talk of

the Nation. ..all would go without assistance.

It isn 'tfor lack ofsupport locally. We have more than a thousand

members. More than two hundred volunteers including Republicans. Democrats.

Independents and non-politicals. The county district attorney is our Friday night

Jazz programmer. We have affiliated with the local newspaperfor a public

affairs forum show and teamed with the community college as their

communications department teaching the radio class for credit. We are the

prototype of the most accessible radio in the world. We advertise for people to

come learn to be radio programmers and producers without regard to political or

economic status. Radio for elites? Bull bleep! Our community is on the air

talking with each other, here!

Don 't let the misinformation campaign do its job in D.C. When you testify

Thursday, tell them about real public (access) radio. You can mention our name.

Good luck and thanks for your time.

Doug Sweet

KMUN Station Manager
-4-
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MORE MONEY IS SPENT ON US BROADCASTING OUTSIDE THE U.S.

I am somewhat mystified as to why CPB funding has been targeted for major cuts. The Federal

Government spends more on Radio Free Asia, international broadcasting and Radio and TV Marti

-tt) beam signals at Cuba which are generally jammed and which in turn play havoc with

broadcasters in Miami-than it spends on public radio and television for the American people. The

U.S. taxpayer in 1995 is expected to spend $350 million to provide news and entertainment to

people outside the U.S., compared to the $285 million than we will spend on public broadcasting

for ourselves. Maybe this debate is not about money.

CABLE IS NOT A SUBSTITUTE FOR PUBLIC BROADCASTING

Federal funding for public broadcasting was established in 1967 so that there would be some

support for programming that would not be created or nurtured by the marketplace. Programming

that serves children, people of color, women, the disabled and so on. I have heard the argument

that with the development of cable, public broadcasting is no longer needed since there's Lifetime

for women. Black Entertainment Television, Nickelodeon for children and so on. This is surely a

"let them eat cake" argument.

Cable is not a substitute for public broadcasting. Where cable exists, only 60% of the households

subscribe. And it is the cable operators who decide what channels will be offered and how much

they will cost and where communities are "worth" laying down cable or upgrading to fiber. Cable

operators do not have the same responsibilities that broadcasters do. Unlike public broadcasting,

cable operators do not have to operate in the public interest, nor are they subject to the same rules

on content or requirements for equal time for political candidates, or for community review of

their operations.

PUBLIC BROADCASTING WILL OPEN UP THE INFORMATION AGE TO
EVERYONE

Are we ready to give up on twenty-five years of federal support for public broadcasting just as the

nation is beginning to understand the potential of the information age to unite communities within

urban areas and within interest areas across the nation? Continued federal support for public

broadcasting will guarantee that all communities in the coimtry, rural and urban, remote and inner

city, will benefit from the promises of telecommunications: to learn about each other, to learn

from each other, to share the music and the stories and the thoughts and the judgements from a

variety of viewpoints. This is the mission of community radio and pubhc broadcasting.

Community radio still believes in this mission. Federal support helps us to accomplish it.
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Thursday, January 19, 1995.

WITNESS
ORAL O. MILLER, EXECUTIVE DIRECTOR, AMERICAN COUNCIL FOR
THE BLIND

Mr. Porter. Our next witness is Oral O. Miller of the American
Council of the Blind. Mr. Miller.

Mr. Miller. I thought you were calling time on me already
there. Thank you Mr. Chairmsin.
My name, through a bad cold today, is Oral Miller. I am the Ex-

ecutive Director of the American Council of the Blind, which is gen-
erally recognized as the largest organization made up of blind and
visually impaired people in the United States.

We have chapters and affiliates in almost every State, as well as
members in 20 national affiliates which are established along com-
mon-interest or vocational lines, such as the National Association
of Blind Teachers, Council of Citizens with Low Vision, the Guide
Dog Users, the National Alliance of Blind Students, and others.
The American Council of the Blind has as its goal the improve-

ment of the well-being of blind people and their integration in all

aspects of society. We thank you for this opportunity to share our
views with you regarding the unique and largely unrecognized
value of public radio and TV as assisted and encouraged by the
Corporation for Public Broadcasting to millions of American citi-

zens who are either blind or visually impaired and cannot read or
see television.

In this statement, I will cover three of the primary ways in
which public broadcasting impacts on the lives of blind and visually
impaired citizens, and I will go into more detail in the written
statement which I have submitted.

First, because blind and visually impaired people can't read the
newspaper, they benefit enormously from the essential nature of
public radio and TV as a source of in-depth, objective, uninter-
rupted information which gives access to all points of view. Con-
sider, for example, the very spirited discussion which I heard on
public TV last week about unfunded Federal mandates, a discus-
sion between Ohio Grovemor Voinovich and Congressman George
Miller. Such independent, frank programming just is not available
on commercial radio and television generally.

My second point, if you were to wake up one morning and
couldn't read the daily newspaper, where would you turn for infor-

mation? Hundreds of thousands of older Americans face this situa-

tion as they lose their sight; as they become older, especially, and
lose their sight, where can they turn? Well, if they are lucky, they
can turn to the radio reading service in their community.
What is a radio reading service? It is a local nonprofit community

organization that broadcasts reading which is done by volunteers

—

reading of newspapers, of magazines, of material that is of interest

and frequently of a very timely nature; information about sales,

obituaries and other things that simply would not be available else-

where. This is information that is important to and interesting to

everyone.
Most of the approximately 150 radio reading services for the

blind around the country work very closely with public radio sta-
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tions. In many cases, they share space and in many cases the radio

reading service pays little or no rent. In most cases, the radio read-

ing service uses, for little or no charge, part of the public radio sta-

tion's broadcasting frequency, which is called the "subcarrier fre-

quency." This frequency can be heard just on a special radio re-

ceiver which is provided to the blind and visually impaired person

by the local radio reading service.

PBS and radio reading services have a long history of working
together. If funding for public broadcasting were cut out or cut

sharply, many of these radio reading services, most of which hang
on economically by their fingernails, would probably be silenced. In

fact, just this morning I received a frantic call from a 77-year-old

lady in Girard, Kansas, begging me—and Mr. Lewis, this may ring

a bell with you—begging me to try to assist in some way to prevent

the cutting of funding that would impact the public radio station

in Pittsburg, Kansas, which is one of several public radio stations

that transmits the statewide Kansas radio reading service for the

Wind.
My third point is a very exciting one because it involves the ever

increasingly important impact of TV in society. Some people are

probably thinking, what is this man doing talking about TV and
blind people? You will find out. Until recently, blind and visually

impaired people could not really benefit fully from television espe-

cially because of those familiar segments that all of us know about.

Just stop and think. There are those segments during which there

is no conversation. There may be some background music or there

are no audible cues, anyway, to tell a blind listener or a sighted

listener who isn't looking directly at the screen what is going on.

That is, you may hear the door open. You hear someone walk
across the room. Then you hear a sound which could be interpreted

as any of three or four things taking place. It turns out that it

might be the slashing of a valuable painting on the wall, but you
are not sure. On top of that, who did it? Or the very familiar set-

ting, I am sure. Just stop and think, what did Jimmy Stewart real-

ly see from the rear window while he was confined in his apart-

ment with that broken leg? And there are, of course, countless

other examples. A process called video description is part of the so-

lution to this real problem.
Now, what is video description. Video description or descriptive

video is the precise insertion of short, concise, audible descriptive

words and phrases between the dialogue and the program. This de-

scription is broadcast on a separate audio program, or SAP, chan-

nel which is on most modem TV sets, and that descriptive video

comment is not heard by the general public unless the public

chooses to hear it on that separate channel. In other words, it

doesn't interfere in any way with the dialogue of the program. Pub-
lic broadcasting is the main source of this service.

As one of its affiliates, WGBH in Boston launched descriptive

video service in 1990 after conducting a survey, a study to deter-

mine the feasibility of this service and developing techniques for

accomplishing it in a meaningful and effective way, just as WGBH
earlier had developed captions for the deaf. Video description is

now being delivered by approximately 100 public stations, covering

approximately 64 percent of the TV households in the country.
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I am sure there must be some baseball fans among us today, al-

though the season last year got shortened a bit. Just imagine that
fantastic series that was on public TV several months ago about
the history of baseball. Think with me, if you will, what you would
have gotten out of that series if you had heard just the audio con-
nected with that series when they were talking about, for example,
the mighty swing, that precise, beautiful, mighty swing of Babe
Ruth. I am talking about hearing on the dialogue, not seeing the
picture and not having any description as to what that swing in-

volved.
Think about the colossal base running coalition between the im-

mortal Ty Cobb and Honus Wagner or the amazing catch of Willie
Mays in the 1954 world series. If one of your colleagues. Congress-
man Jim Bunning, were with us today perhaps he could even tell

us whether Willie Mays hit a fast ball or a knuckle ball.

One of the reasons why descriptive video works so well is that

—

when it can be funded, is because the producers are eliciting and
receiving input from listeners and viewers via various advisory
boards and other advisory vehicles. As an example, the President
of the American Council of the Blind serves on the advisory board,
and annually, descriptive video personnel come to, among other
major meetings, the national convention of the American Council
of the Blind where they have an opportunity to get input from
more than 2,000 blind people from throughout the United States
and Canada.
Now, this service is not resting on its laurels. The CPB has fund-

ed and has launched the National Center for Accessible Media in
Boston. This was done in 1993 to accelerate media access to popu-
lations, obviously, such as the blind and visually impaired popu-
lations that have traditionally been underserved.

It is clear that public broadcasting provides exceptionally impor-
tant services to blind and visually impaired citizens, especially
those who cannot afford cable service. Some of these services may
not have been known to you before today, but I hope you now see
that countless extremely important services come with the public
broadcasting that you are more familiar with.

In the United States, statistics indicate that approximately 70
percent of the blind people in this country are either unemployed
or drastically underemployed. And unfortunately, one of the many
reasons for this is the lack of access to information and appropriate
technology for dealing with this information gap. And this gap, of
course, will become even greater as we enter on the electronic high-
way. The question is, are some of our people going to be hitch-

hikers on that highway or are they going to be able to go down the
highway with everybody else?

We in the American Council of the Blind urge you to preserve
funding for public broadcasting and the services which are con-
nected with it.

I will be pleased to answer any questions you may have.
Mr. Porter. Mr. Miller, thank you very much for your testimony.

I think you did tell us a number of things that we did not know
at all, at least this Member did not know at all, and we very much
appreciate your being with us and providing your testimony.

[The prepared statement of Oral O. Miller follows:]
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The American Council of the Blind is the largest organization made up of blmd and visually

impaired people in the United States and it seeks to improve opportunities for people who
are blind and visually impaired. As such, we are greatly concerned about the proposal to

cut the funding for the Corporation for Public Broadcasting, as this entity has had a

significant effect upon the lives of the blind and visually impaired.

Imagine yourself in a situation where you awaken and find that you are no longer able to

see well enough to read your daily paper. Where would you turn? How would you read

your paper? This is the scenario tens of thousands of older Americans face as they age and

lose their sight. In fact, getting information from the paper and magazines is a quest shared

by blind and visually impaired people throughout the nation.

If you were forced to join those in search of information from their daily paper, chances are

you would turn to a radio reading service. Radio reading services are facilities which

broadcast newspapers, magazines, and information of interest to blind and visually impaired

listeners.

Nearly all of these services work closely with National Public Radio-affiliated stations.

Many share space with these stations at low or no rent. Those that do not share space and

resources such as satellite downlinks often share the actual frequency with the NPR-
affiliated station. These radio reading services use a special channel which is part of the

public broadcaster's frequency. These special channels or subcarriers as they are called can

only be heard on special receivers provided to the blind listener by the radio reading service.

PBS and radio reading services have had a long history of working together. PBS funding

has traditionally been a part of radio reading service funding.

If PBS funding is eliminated or sharply reduced, it's conceivable that many of these radio

reading services could be silenced. The need for information does not lessen when
someone's visual acuity diminishes. Indeed, it could be argued that as one's vision

decreases, the need for information, especially the kind of information traditionally offered

by radio reading services, increases.

In the aforementioned relationship. Public Broadcasting serves a very useful purpose for

blind and visually impaired individuals. Through its member affiliate. National Public

Radio, Public Broadcasting enables the radio reading service to reach over 1 million

listeners who rely upon this service. In doing so. Public Broadcasting provides readings of

important print material to those who cannot read due to a disability. Such materials

include daily newspapers, community news updates, grocery ads, and death notices. As a

result of the reduced carrier fee, NPR stations are usually the most common carriers of

radio reading service broadcasts. As can be seen, such a service does not have a large

funding base, and yet it is a critical service provided to people with disabilities. When the

trained radio reading service volunteers read such items, they are giving people with

disabilities access to necessary information in a manner that fosters independence and
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encourages their fuU entry into society.

In addition to radio reading, Americans with disabilities, particularly those with vision

impairments and hearing impairments, believe that the time is right to ensure that video

programming remains fully accessible -- that is, fully usable by and completely informative

to blind and visually impaired people. For too long, individuals with visual disabilities have

been unable to benefit from significant portions of televised programming -- such as

segments during which there is no conversation or accurate sound that is depicting action

that is taking place. In the new world of megachannel platforms (including channels to be

used in schools) and video on demand, this lack of access will be magnified a thousand

times. The barriers to access for these Americans are unnecessary and harmful; and they

can be readily dismantled. Video description and closed captioning offer enormous

potential for full access for individuals with disabilities and they also offer useful benefits

to others in the population.

Currently, Public Broadcasting is a main source of descriptive video service, as one of its

affiliates, WGBH in Boston, has pioneered advances in accessible programming for more

than 20 years since captioning the first nationally broadcast program. WGBH is working

to make all programming accessible to the nation's blind and visually impaired viewers.

Instrumental in the Television Decoder Circuitry Act of 1990 (which serves deaf and hard

of hearing individuals), they also launched Descriptive Video Service (DVS) in the same

year. DVS makes television accessible to millions of people who are blind or visually

impaired through narrated descriptions of key program elements.

Video description serves a compelling national purpose by providing a legitimate and

essential means of access for blind and visually impaired Americans to video programming.

Without access to video programming through video description, millions of bhnd and

visually impaired Americans will be deprived of the benefits and enjoyment of the vast

variety of video information and entertainment delivered via telecommunications networks

to American households. If funding for the public stations is cut, and thus access to video

programming is not ensured, policy-makers will be sending a message to Americans with

disabilities: separate and unequal access is acceptable in public broadcasting.

Full participation in our society requires that blind and visually impaired people be able to

independently gain access to the cultural, social and educational information included in the

video programming provided to U.S. households through such means as public broadcasting.

If 85 percent of Americans say that television is their primary source of news and

information, it is unconscionable to deny full access to that medium to one sector of the

population, especially when it has been proven feasible to provide such access. Video

description is a proven means of providing equal access for people who are blind or visually

impaired to television/video programming through narrated descriptions of inaccessible

visual elements of such programming.

Video description serves other print-impaired populations, such as individuals with learning
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or cognitive disabilities, those with limited literacy and children in deriving greater benefit

from video programs. In addition, video description provides a level of convenience to all

television viewers because it provides an enhanced level of choice in "viewing" such

programs.

Video description is currently delivered over the Secondary Audio Program (SAP) channel

by nearly 100 PBS stations, in 29 states covering 64 percent of U.S. television households.

It is the largest single service provided over the SAP and the only current national user of

the channel.

In addition, Public Broadcasting funds many other ventures which provide significant

contributions to the lives of people with disabilities. Among them is:

•WGBH-Caption Center, Boston, MA

• Corporation for Public Broadcasting/WGBH National Center for Accessible Media

(NCAM), Boston, MA

NCAM was established in 1993 with funding from the Corporation for Public Broadcasting.

NCAM is taking steps to accelerate media access to populations that have been underserved

or denied access. Project examples include:

•Access Primer and Toolkit — primers for

stations interested in technology applications such as

descriptive video, captioning, and foreign language

(especially Spanish) translations and tips on building

relationships with blind, deaf, and minority-language

communities;

• International Broadcasting -- study of how
countries around the world are providing access to

their TV systems;

•Vertical Blanking Interval (VBI) Project -- is

experimenting with using the VBI of the television

signal instead of the third audio channel in routing

descriptive video or Spanish video;

• Print Access Project -- to digitize newspapers

and deliver them into the home fully accessible to

blind, low-vision, and other print-disabled people.

Thus, it is clear that Public Broadcasting provides important services to people with

disabilities. Sometimes, it is the only provider of such service, particularly for people who
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cannot afford cable services. Currently, 70 percent of people with disabilities are

unemployed. This statistic reflects not only societal biases against people with disabilities,

but also the lack of access people with disabilities have to modem technology. Such a lack

of access limits their ability to become productive members of society. Public Broadcasting

is exploring and integrating such avenues for access in its service, and thus is helping to

assure a spot in the contemporary workforce for blind and visually impaired people. We
urge you to preserve the funding for Public Broadcasting, and in so doing, provide key

services to people who are blind and visually impaired.
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Mr. Porter. I want to thank each of our witnesses on this panel.
They have done an excellent job, stayed within our time limits, and
all the witnesses today have shed a great deal of light on the very
difficult question that this subcommittee has to grapple with. So
we thank all of you very, very much for being here and for your
good testimony.
Mr. Obey. Mr. Chairman.
Mr. Porter. Mr. Obey.
Mr. Obey. Mr. Chairman, I recognize that the Chair has wanted

to keep these hearings on time, but I frankly think the public is

ill-served when we have two panels come before a subcommittee
like this when Members of the subcommittee are not allowed to ask
questions of the panels.

I am sorry that I could not be here during the other panel. I had
two other meetings I had to attend going on at the same time. But
I really believe, for instance, that if the public is to be able to sort

out fact from fiction on these issues, that, for instance, when Mr.
Irvine testified about the so-called lack of objectivity and balance
with respect to programming by public broadcasting, I think we
should have been allowed to question him as to whether or not he
would also support resurrection of the fairness doctrine as it ap-
plies to private and to commercial television and radio in this coun-
try.

I doubt that any public radio or television program on the air

right now is anywhere near as viciously partisan as some of those
other programs where we hear Hillary Clinton pilloried for three
straight hours without any objective balance being provided.

I think that Mr. Jarvik raised some interesting questions. I think
the public interest would have been served had he been questioned
about them.

I think some Members wanted to question Mr. Sheldon Richman
of the Cato Institute, about his off-the-wall constitutional theory
that he presented as fact. It seems to me public interest would
have been served had we been able to examine the brilliance of his

constitutional theory.

Mr. Safian indicated that he was unhappy with a number of
broadcasters, including Pacifica. I have been unhappy with Pacifica

myself from time to time, but it seems to me, again, that rather
than having two ships pass in the night as these panels have done
this afternoon, it seems to me that Members could have performed
a very useful function in seeing to it that at least there was some
cross-fertilization of accusations and opinions so that some of the
more vociferous objections to practices of public broadcasting that
were mentioned by some of the witnesses in the previous panel
today could have been responded to directly by the Corporation for

Public Broadcasting.
I don't object to any witness being here, and obviously, having

chaired subcommittees for a number of years, I understand the dif-

ficulty in keeping people on time; I understand the difficulty in

having questioning going on for a long period of time. But it just
seems to me that hearings need to be something other than trot-

ting up people who will make—especially on televised hearings of
this kind, who will be making wide-swinging allegations without an
opportunity to have those allegations really tested by persons who,
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in the finest democratic tradition, just might happen to have a dif-

ferent view.

I, frankly, have had more than my share of fights with public

broadcasting over the years. I remember the intense lobbying that

they directed against me when I would not support turning funding

for public broadcasting into an entitlement. I didn't feel they

should receive the gift of an entitlement. I strongly believe that we
have the right to review their budgets, and if we decide that we
need to cut the budget this year, I fully expect that public broad-

casting ought to be among those reductions because we have seri-

ous budget problems.
But for those folks who think that we ought to simply eliminate

public broadcasting in order to, quote, "balance the budget," given

the minuscule portion of the budget that it represents, I would sim-

ply note what my favorite philosopher, Archie the cockroach, said

once. Archie, I think, cannot be accused of being an elitist philoso-

pher—and what he said on one occasion was, "People need propor-

tion. What sense is there for a queen bee to fall in love with a
bull?" It seems to me there is a message there somewhere.

I would also say that Archie wrote something about the movies
which I think really does apply, at least indirectly, to public tele-

vision. He wrote this a long time ago: "They are instinctively bring-

ing to the public some kind of stuff that wings the audience away
from the sordid surface of existence. They may do it badly, they

may do it obviously, they may do it crudely, but they do have the

hunch that what millions want is to be shown that there is some-
thing possible to the human race besides the dull repetition of the

triviality which is often the routine of common existence."

And it seems to me that that is, with all of its failings, what pub-

lic broadcasting often tries to do. I happen to share the concern ex-

pressed by—I have forgotten the gentleman's name, appearing on
behalf of Gary Bauer today.

Ms. Pelosi. Knight.
Mr. Obey. I happen to share his concern about the erosion of tra-

ditional morals that we often see on the television screen today. I

am a Christian and I am a Catholic and I am proud of both. Some
of the examples that he mentioned in his written testimony I my-
self would want to ask questions about because I think that if he
has accurately described them, I think some of those questions that

he raised deserve to be answered. But I must say, even if those epi-

sodes happened exactly as he described them, I have to say that

the junk and garbage that I see on network television every night

would often better be found in a garbage can than it would be

found on the family television set. And I think that with all of pub-

lic television's failures when it comes to standards, I don't think

public broadcasting need apologize to network television in this

country—far from it.

Ms. Pelosi. Would the gentleman yield?

Mr. Obey. Sure.
Ms. Pelosi. Is that okay, Mr. Chairman?
Mr. Porter. I yield to you.
Ms. Pelosi. Thank you, Mr. Chairman.
I appreciate what the gentleman has said, and I also think that

this is healthy, to have different points of view coming in and be
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heard here. But because this is being recorded publicly, it is very
important for those on both sides of this issue to be able to hear
some counter to what is said.

You may want to look at what Mr. Knight had to say in his testi-

mony for some areas of agreement, and perhaps there are some,
but I think you would have found it astounding to hear him say
that the Corporation for Public Broadcasting, that public broadcast-
ing is anti-Catholic, anti-Christian, anti-Jewish, and—Mr. Safian's
testimony—anti-Arab and anti-family. While we—as you said, we
must make some cuts and we have to have a healthy debate about
the role of the Federal Government in all of this, and that is wel-
come and appropriate, I think the conservatives go too far when
they say anti-Catholic, anti-Christian, anti-Jewish, anti-Arab, anti-

family in describing the Corporation for Public Broadcasting.
And one other point I want to make, which takes me to your first

point, which is about broadcasting and the gentleman from the
Cato Institute, he talked about the Constitution and how news-
papers were regarded in the early days of our Republic and used
that as precedent for why there shouldn't be any funding for public
broadcasting, but that completely ignores the fact that the public
owns the airwaves. The public doesn't own the ink and the paper,
but it owns the airwaves; and I think it is important to make these
distinctions as these statements are made and even maybe some
areas of disagreement we may have with those who support public
broadcasting.

I myself have disagreed on many occasions with the presentation,
for example, by National Public Radio on the situation in China

—

very often. It never occurred to me that because they disagreed
with my position that they shouldn't be funded, and I don't—while
we want to support traditional values, we have to have some meas-
ure and some balance about how we proceed.
And I just think that the testimony that was presented here ear-

lier went too far and many of the people that call my office about
the Corporation for Public Broadcasting thought we were missing
in action when it came time to just set the record straight—not to

disagree, they have a right to their opinion—but on the premises
that they were putting out there that we had that faulty logic.

Thank you, Mr. Chairman.
Mr. Porter. Mrs. Lowey.
Mrs. Lowey. I will be very brief and I appreciate your consider-

ation of our remarks right now. I certainly expressed my view ear-

lier that it was unfortunate that we couldn't have a dialogue, be-

cause to listen to one panel with one point of view and another
panel with another point of view without having interchange does
prevent us from coming to some sensible conclusion.
And several instances were named, but I just don't want to close

this hearing without making one comment concerning the NRA, be-
cause I found it very disturbing that the NRA came to participate
in this hearing and was offended that their point of view wasn't
presented on public television and was recommending that we close

down public television. And I think of all the good programs for

children that are keeping them away from the violent streets and
in an atmosphere where they can learn and grow and thrive,

whereas the NRA is out there promoting guns for children and
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guns for women. I just found it so offensive to hear that testimony,
and I was disappointed that we couldn't interact.

So I thank you, Mr. Chairman, for giving us this opportunity to

express our point of view. And I hope in the future, really for the
public and for good, honest dialogue on some of these very difficult

issues, we can have an open interchange.
And just in closing, I do want to refer to Mr. Obey's comments

that the representative, Mr. Knight talked about families. I do feel

that organizations such as his don't just represent beautiful chil-

dren such as that, that as the mother of three children, I have been
very concerned about violence and I have talked to Ambassador
Carlson on this, and I think it is unfortunate that we can't produce
competitive TV on public television that will get the kids away
from some of the violent TV they see on other channels; and I think
we have to do more of that.

We do Sesame Street for the youngest of ours, and we have to

work hard together to get some competitive TV for the older-aged
children so that they can watch healthy, educational TV also.

And thank you for your indulgence, Mr. Chairman.
Mr. Porter. If I may take just a moment to respond to my col-

league from Wisconsin and the gentlelady from California and the
gentlelady from New York on the question of asking questions of
our witnesses.

I served for 14 years as a Minority Member of this subcommittee
and am very sensitive to Members' participation. In this case, we
received a very large number of requests to testify before the sub-
committee. Now this, to my knowledge, during the time I have
been on the subcommittee, I think this is the most open process we
have ever had on a rescission. We wanted it to be. We wanted to

have the opportunity for as many people to testify as we could han-
dle; and the difficulty with the large number of requests for wit-

nesses is that when you put them on, if there are opportunities for

questions, theoretically we could take up to 65 minutes per witness
under the five-minute rule which is ruling those times when we do
have questions.
We found it impossible to do that. We made a judgment call that

it would be best to hear as many witnesses as we could and make
this a time of listening and learning rather than a time of engaging
the witnesses; and I realize that we would rather engage the wit-

nesses very often and have a dialogue with them, but we felt that
what we really wanted to do was give the people as much oppor-
tunity as possible to reach our consciousness with their message
rather than to engage in a dialogue.
Mr. Obey. Mr. Chairman, I know that that was your intent, and

I know your nature and I know that your comments are very sin-

cere. All I am suggesting is when you have six or seven witnesses
in a row who on something which is nationally televised swing
broadly and get a chance to make some very significant accusations
and observations about the use of taxpayers' money, it seems to me
that the people who are charged with the responsibility to use that
taxpayers' money have not only a right but an obligation to be able
to respond at that point, lest all of those charges go unanswered
over the airwaves, leaving us with really no ability to find in an
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equally compelling fashion a venue in which we can correct the
record if the record needs to be corrected.

Mr. Porter. Well—and again, I certainly understand that view-
point—it was a judgment call. We had a panel, one panel on each
side. Actually, the panel coming second had the opportunity to cor-

rect the panel going ahead, if they wished to during their time,

which is an advantage that is not available to the first panel. But
in any case, it was a judgment call to simply fit within our time
frame as many people as wanted to testify, and under those cir-

cumstances, there simply wasn't time for questions.
Mr. Obey. I understand. We will have worse problems.
Mr. Porter. We probably will.

Mr. Riggs.
Mr. RiGGS. Mr. Chairman, perhaps this is a fitting note for con-

clusion of the hearing—and again, I want to thank you for your
stewardship today; and I just wanted, particularly since the pro-

ceedings have been televised, to introduce for the record some com-
ments that Speaker Gingrich made earlier today as reported in the
bulletin or on the Bulletin Broadcasting Network.
The section is encaptioned, "Gingrich says funding for CPB might

be limited to rural stations," and I quote:
"Speaker Newt Gingrich said today that the Corporation for Pub-

lic Broadcasting should be asked a number of questions"—many of

which did in fact come up today
—

"including how much does the
Children's Workshop, how much does Sesame Street make over the
years? How much of that goes back to the taxpayer and how much
of it is kept as a private activity? How much will Barney make over
the years? Why is the Public Broadcasting System using taxpayers'
money to propagandize, to have people call Congressman Living-

ston?
"

And I might add that others of us have been affected as well. My
office switchboard has been literally shut down from time to time
over the last several days.
The Speaker goes on

—

"I mean, you know, to be propagandized with your own money,
to send more money is a little bit outrageous."
However, the Speaker adds his own position on whether Federal

funding for CPB should be cut is, quote, "not fixed in concrete."

He concludes by saying that "If the real problem is small rural

stations, maybe part of the answer is to give the money directly to

small rural stations."

And I wanted to introduce his comments for the record because
I think his comments are very important.
Mr. Porter. Thank you, Mr. Riggs.

That concludes our hearing. The hearing is adjourned.
[The following statements were submitted to the subcommittee

by individuals and organizations who were unable to attend the
hearings:]
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STATEMENT BY CONGRESSWOMAN NITA LOWEY

FOR SUBMISSION TO THE HEARING RECORD

HOUSE APPROPRIATIONS SUBCOMMITTEE
LABOR-HHS AND RELATED AGENCIES

JANUARY 19, 1995

Mr. Chairman:

On several occasions during the hearing on pubhc broadcasting on January 19,

1995, testimony was presented and comments were made that were not factual with

regard to the Children's Television Workshop (CTW) I would like the record of the

hearing to include the following clarifications Also, 1 would like the record to include a

copy of a letter from David Britt, Chief Executive Officer of the CTW, which was sent to

each member of Congress on January 6, 1995

1 Several statements were made that Sesame Street generates $1 billion from its

product licensing In fact, CTW, which is a non-profit educational corporation, nets less

than $20 million annually fi-om product licensing. All of these revenues from product

licensing are put back into CTW's educational programs, including Sesame Street and

Ghostwriter, including two-thirds of the annual costs of Sesame Street on PBS CTW
gets a 3-5% royalty of retail sales

2. At least one witness alleged in his testimony that CTW spends $ 1 5 million on

lobbyists. In fact, in fiscal year 1993, CTW spent $60,544 on lobbying which is listed in

their IRS return Although the 1994 IRS filing is not yet complete, a similar amount will

be reported for the most recent fiscal year

3 It was also mentioned during the hearing that annual CTW publishing revenues

equaled $49 million, somehow implying that these were "net" revenues In fact, expenses

for publishing the six CTW magazines were $53 million, creating a loss of $4 million

Expenses covered the costs of editorial, manufacturing, circulation, staff and distribution

4. Testimony also alleged that CTW made campaign contributions to Democratic

Senators. In fact, CTW is prohibited by law from making contributions and never has

considered making such contributions
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Qllildren's '^eleVTsion '^rksliop
One Lincoln Plaza / New York. N. Y 10023

DAVID V B BFUTT

January 6, 1995 c»«» ftcv^^ o^««

Dear RepresentativeySenator

Soon you will be asked to decide the future of public broadcasting, which broadcasts

Sesame Street and Ghostwnter daily, two educational projects of the Children's

Television Workshop (CTW)

In the debate, both PBS defenders and attackers will frequently cite Sesame Street and

CTW, and I want to be sure you have some basic facts

1 Public broadcasting makes Sesame Street accessible to virtually all children in

.\menca at times when they can easily use it — at least two hours a day in most

markets, more than that in major markets Children watch it by the millions In

fact, pre-schoolers watch more hours of Sesame Street than any other program on

any channel In a recent sut\'ey, Nielsen estimated that over six million pre-

schoolers watched Sesame Street an average of three times per week

2 Commercial broadcast networks were asked — and declined to broadcast Sesame

Street at its inception They will not devote one or two hours to a preschool

program today without commercial interruption And, pushing the series to cable

television would deprive children of Sesame Street in the 40 percent of US
households who do not subscribe to cable

3. Public television pays CTW a program license fee for the rights to broadcast

Sesame Street That covers about one third of the series' cost CTW provides

twice that amount each year back to public television — fijlly two-thirds of the

cost. In fact, CTW's contributions to Sesame Street and our other educational

projects make us the largest single funder of PBS, other than the federal

government
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4 CTW net product licensing royalties total less than S20 million each year -- not

S800 million, not a billion, as some have alleged. CTW uses these funds to pay the

costs of Sesame Street as noted above, and to develop and help support other

educational projects such as Ghostwriter , our literacy project for seven- to ten-

year olds

5 CTW educational programming works -- and is rigorously evaluated for

effeaiveness Parents know Sesame Street helps their children. The experts at the

Dole Human Development Center at the University of Kansas also know They

are finding that children who watch Sesame Street start school better prepared,

regardless of their background

6 Parents have good reason to be angry about the kind of programming aimed at

their children There has been an explosion of programming for children, and most

of it is mindless at best, violent at worst The relative proportion of children's

programming that aims to educate has never been smaller — and the best of it is on

public television.

Public television's children's programming — and CTW's vital contribution to that

programming — is known and admired around the world as the standard of excellence.

Public television has made and sustained that commitment to excellence, education and

service to all children for more than 25 years No one else does, or ever has.

When the grown ups' political battles get hot. it is very easy to forget the needs of

children 1 hope these facts will help you remember

.\ttached is a fact sheet that provides more information about CTW And if you want

more, please contact Kim Dorgan or Sara Garland at 202-547-8530

Sincerely,

David V B Britt

Attachment
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OP-ED/COMMENTARY January 17-January 23, 1995 Th* T«, page 13

Perspective

PBS: A child's best friend
By Peii^y Charren

The
new leadership of the House of

Reprcsentalives is jeopardizing the

future of one of the best friends our

children ever had.

They claim that public broadcast-

ing d(x;sn't deserve the federal government's

support. So they threaten to "zero out" fund-

ing for the Corporation for Public

Broadcailing. iliercby pulluig the plug on one

of the most cosi-cfllcient and ellective educa-

tional resources available today.

For Congress' investment of less than $300
million a year— aboutSl per citizen— the

Uruled States gets an educational resource that

reaches every American. Public television

and public radio are available in even the most

rural pockets of the counu-y, and they're free.

What family hasn't benefited from public

TV's mnovativc children's programs? PBS
programs pique curiosity. They lead children

It) want to leam more. Commercial television

only makes children want to buy more.

Even PBS piiigrams not specifically creat-

ed for young viewers open their eyes to new
ways of seeing: the science of "NOVA." the

histoi-y of "Tlie Civil War" and "The

American Experience" and "Masteipiccc

Theater" Informative, thought-provoking and

uninterrupted by messages to buy, buy, buy.

Beyond the progiams, there's public broad-

cjsung's ouueach to classrooms. Teachers'

guides, student newspapers and interactive

multimedia .scillware based on public TV and

radio broadcosLs multiply tlicir educational

value many times over. At a time when teach-

ers are subject tti increasmg demands but

shrinking budgets, public broadcasting

remains a true paimcr to educators.

Public broadcasting also has led the way m
serving our most under-served populations. It

was public television— Boston's own
WGBH — ili.it pioneered captioning for deaf

and haid-of-heai ing Americans back in 1972.

It wa:, public icIcviMon - again. WGBH—
that inU'oduccJ Iclevision for blind and vrsual-

ly impaired viewcis w iili tlie 1990 launch of

Descriptive Video Sei-vice. Public broadcast-

ing provides access to people isolated from

mainstream society by economics, location,

language or disability.

Every dollar the federal government invests

in public broadcasting pays off. Every dollar.

moreover, leads to five more in viewer and lis-

tener contributions and grants lixjm private

foundations and corporations. That ciucial

seed money is vital. Without it. programs such

as "Sesame Street," "The Ma;Neil-Lehier

News Hour." and "All Things Considered"

could never have been created.

Opponents of federal funding insist thai the

media landscape has changed since public

broadcasting's 1967 creation. Television, they

say. is no longer a vast wasteland.

Those of us who worry about children

might agree that cable TV gives us more
options. But most of the programs children see

on comnTercial television, cable or not, are as

empty of substance, and as full of violence

and ads for unhealthy foods and unimagina-

tive toys, as they ever were. And for the 40

percent of U.S. homes— 90 million

Americans— not hooked up to cable, public

television remains the oasis.

In the 27 years since I founded AcUon for

Children's Television, commercial broadcast-

ers have had two words for me; public televi-

sion. Let PBS be the place where the bottom

luK is quality, not advertising revenue. Let

public broadcasting worry about the different

needs of different age groups, about exposing

children to arts and culture, science and math,

biography and public affairs. Let PBS be tele-

vision of substance.

Even when the federal government laid

down the law, with the Children's Television

Act of 1990, commercial broadcasten; said let

PBS be the place for truly educational fare.

Our brand of education is cartoons such as

'The Jelsons"; after all, doesn't it teach chil-

dren what life will be like in the 21st century?

We 're not far away from the 2 1 st century,

and the prospects are looking gloomy where

children arc concerned. Schools with no

money . . . parents who arc increasingly less

available for parenting . . a widening gap-

—

between haves and have-nots. And, if we
don't act fast, television dictated by popularity,

not purjxise.

But not rf we do something. Not if we let

Congress know that public broadcasting

deserves support. Not if we send the message,

loud and clear, tliat public broadcasting isn't a

problem— it's a solution.

Peggy Charren is ihefounder of Actionfor

Children's Television.
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Office of the President National Public Radio'

635 Massachusetts Ave NW
Washington, DC 20001-3753

February!, 1995

The Honorable John Porter, Chairman

Labor-HHS-Education and Related Subcommittee

House Appropriations Committee

2358 Raybum House Office Building

U.S. House of Representatives

Washington, DC 20515

Dear Chairman Porter.

In his testimony on behalf of the National Rifle Association (NRA) before your Committee

on January 19, 1995, James H. Warner alleged that NPR had libeled the NRA. Given the

r^^
I

seriousness of that allegation, and its lack of foundation, I am compelled to respond to

I KSH I clarify the record.

These are the facts:

^-i^« • On November 1 9, 1 993 , NPR' s MORNING EDITION included a news commentary

2/)} ^y BeBe Moore Campbell that concerned a series of robberies and shootings of Asian

IC^ American merchants in Washington, DC and the NRA's offers of support to those

merchants and criticism of the DC government.

_^^» • The 3 -minute commentary followed a news report of these matters and was identified

I Dill — both before and after — as a commentary.

• While the commentary was critical of the NRA and its activities, it violated no law, no

regulation of the Federal Communications Commission, and it was fully protected

speech under the First Amendment.

At the time, Mr. Warner wrote to NPR "reminding" it of the requirement for balance and

objectivity under the Public Telecommunications Act of 1992 and the FCC's "personal

attack" rule, and requesting a minimum of 30 minutes of air time in which to respond.

NPR responded to Mr. Warner's letter, explaining that its programming was and is

balanced and objective on gun control and other issues and expressing its continuing

interest in the views of the NRA, its members, and gun owners.

In fact, NPR routinely broadcasts letters it receives concerning its programming, and,

shortly after the commentary aired, NPR's MORNING EDITION aired two letters that

were highly critical of Ms. Campbell's commentary. More generally, as demonstrated by

the attached review ofNPR programming during the past two years, the issue of gun

ownership and control has been the subject of extensive coverage by NPR.
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Finally, senior NRA officials have been included in NPR programming on a number of

occasions — both before and after the commentary was aired. For instance, the Director

ofNRA' s Crime Strike Division appeared earlier in 1993 on NPR's call-in show TALK
OF THE NATION for an entire hour-long segment of the program and as the sole guest

for that segment.

In conclusion, no media organization ~ whether commercial or noncommercial — is

immune from criticism, but I believe NPR continues to maintain the highest journalistic

standards It would be unfortunate, therefore, if the NRA's unfounded allegation were to

color the decisions made by your Committee and the Congress regarding the future of

public broadcasting.

Sincerely,

/^jAMyc^^^u^-^*'
Delano E. Lewis

Attachment
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Written Testimony in Opposition to

Rescinding the FY 95 and FY 96 Appropriations

for the Department of Education's

Dropout Prevention Assistance Program

presented to:

United State House Appropriations Subcommittee on

Labor, Health and Human Services, and Education

Representative John E. Porter, Chairman

Subcommittee Members: David R. Obey, Henry Bonilla, Jay Dickey,

Steny H. Hoyer, Ernest Istook, Nita Lowey, Dan Miller, Nancy Pelosi,

John Porter, Frank Riggs, Louis Stokes, Roger Wicker, Bill Young

presented on behalf of:

The National Dropout Prevention Coalition
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The National Dropout Prevention Coalition is an organization of professional educators, social

and health service workers, and advocates of diverse cultural and ethnic communities from across

the nation who are actively involved with dropout prevention and intervention programs

We are pleased to have this opportunity to offer prepared testimony in support of continuing the

Dropout Prevention Assistance Program. As you arc aware, the President's FY 96 budget

request includes a proposal to rescind the $28 million previously appropriated by Congress for

FY 95. The President's request also omits $28 million Congress authorized earlier for FY 96.

Part C of Title V of the 1994 Improving America's School Act (H.R. 6) specifically authorizes

and appropriates funds for the first year of a two-year extension of this program.

Republicans and Democrats participating in a joint House-Senate Conference Committee of the

103rd Congress agreed last summer that this program should be maintained with a shift of focus

from "Demonstration" to "Assistance " The reasoning behind this decision was essentially that

many to most of these programs were beginning to show strong evidence of effectiveness and no

mechanism was (and still is not) in place to (1) assure that program features evaluated as effective

would be made available to other school-communities of the nation, (2) assist other LEAs in

initiating variations of these programs, and (3) transition from federal to local support of the

curtent projects through the two-year extension of the program Discontinuing this program

under these circumstances was considered neither cost-effective nor programmatically efilcient.

The 85 projeas under this program arc now operating in 33 states providing direct dropout

prevention services to approximately 750,000 at-risk children and their families residing in a

variety of very different and culturally diverse communities. Dropping out of school and living in

poverty environments are risk indicators strongly associated with unemployment, gang activity,

and family violence. School dropouts are disproportionately involved in child abuse/neglect

situations, drugs, crime and the other descriptors referenced in the needs being addressed by the

National Education Goals all of us are supporting We have begun to demonstrate that there are

model program initiatives that work and can be successfully replicated elsewhere Yet, much
remains to be done in order to avert a national disgrace Our members are telling us that overall

numbers of dropouts are not declining and are showing increa.'^es among several of our rural

isolated, inner city, and other diverse school-communities.

Current Title 1 legislative increases and enhancements while important are unlikely to address the

dropout prevention needs of many of our students and their families. Title 1 imposes eligibility or

service limitations that very often do not permit programs to serve large numbers of families and

many others who are part of the "working" poor, and typically do not qualify for AFDC, free

and/or reduced lunch, or other low income descriptors prescribed by Title 1 Furthermore, these

funds are not available to community-based programs, where much of the innovation and

experimentation with dropout prevention is taking place Title 1 fijnds are frequently committed

to maintenance of established school bureaucracies that are often not inclined toward innovation

in partnership with other organizations committed to working with at-risk students and their

families.
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The likelihood of sute and local sources replacing or institutionalizing the current dropout

prevention projects is slim at best. Local governments and school bureaucracies are unlikely to

divest their resources to support a program the federal government appears to have abandoned.

Our coalition recently surveyed a representative sample of the current demonstration projects to

assess the likelihood of their programs continuing after the August 31, 199S expiration date

currently set. Ninety percent of respondents reported that their current program initiatives will

very likely not be continued beyond the federal expiration date and 75 percent went further to say

that their program definitely would not survive.

Abandoning these efforts now when evidence of success is beginning to be demonstrated is in our

opinion not cost-effective The national evaluation ofthese projects presently under way is set for

completion a year after the scheduled program expiration date, not allowing time for sharing;

dissemination, and institutionalization of project features evaluated as effective. With all of this in

mind, we are respectfully requesting the House to maintain the $28 million appropriated by the

103rd Congress to fund the Dropout Assistance Program in FY 95; and to include an

appropriation of $28 million to flind the program for FY" 96. Specifically we are requesting the

following:

1 That the current program expiration date continue to be extended by a minimum of two years,

to August 1997, to allow sufficient time to complete evaluations, disseminate results,

institutionalize features of these projects evaluated as successful, and transition to local

funding support;

2 That the $28 million appropriated by the 103rd Congress to fund the Dropout Prevention

Assistance program not be rescinded;

3 That $28 million be appropriated by the 104th Congress to fund the Dropout Prevention

Assistance Program in its concluding extension-year FY 96

We appreciate the opportunity to provide this testimony and will be happy to forward further

information or answer any related questions. Thank you.
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Mr. Packard. Ladies and gentlemen, we would like to begin.

Good morning, ladies and gentlemen. We want to welcome you
to this hearing. We will be starting our hearings on time. I have
attended enough hearings in my career that have started signifi-

cantly late that I have decided that if I ever had the chance, we
would begin our hearings on time. We would like to start that way
this morning, and we are.

This is a joint hearing, and the purpose is to receive testimony
that will give us assistance in downsizing the legislative branch
and its support agencies. We intend to go until 12:00 noon. Then
we will begin again at 2:00 and go to 4:00 o'clock. We would like

to wrap up the hearing by 4:00 o'clock.

This is the subcommittee's first hearing of the 10th Congress. It

is, as I mentioned, a joint hearing with Members of the Subcommit-
tee on Legislative Branch Appropriations on the Senate side. They

(1075)
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have joined us, and we have with us my very good friend and class-

mate, we came to Congress together, the Honorable Connie Mack,
Chairman of the Senate subcommittee. We are looking forward to

working with him and with his subcommittee in doing our job this

year.

Before we begin, I would like to introduce the members of our
subcommittee on the House side. Myself, Ron Packard as Chair-
man, and we have at the moment Dan Miller with us, from Florida.

He is a secoi^d term member, his first year on this subcommittee.
We are very pleased to have you with us, Dan.
And, Senator, would you like to introduce your Members?
Senator Mack. Well, at this point there are no Members from the

Senate side here, so that makes it fairly easy.

Mr. Thornton. Mr. Chairman, I am here from our side.

Mr. Packard. On the other side of the table is Ray Thornton,
from Arkansas. We are glad to have Ray with us. We will be joined,

I am sure, later by other Members off and on. Vic Fazio has been
the chairman of this subcommittee over the last several years, and
he will be joining us. He is the ranking minority member of the
subcommittee.

I presume also later on we will be joined by full committee
Chairman, Bob Livingston, from Louisiana.

I want to welcome the witnesses that are here today. We are
truly grateful that you have accepted the invitation to come before
our subcommittee. This is a historic opportunity for us.

For the first time in 40 years, the House subcommittee will have
a different majority. We believe there is great opportunity to reach
a more effective and efficient way of operating the legislative

branch of government. We have been given a clear signal by the
voters, we believe, that government must be downsized, and that
is something we intend to do. And that certainly will include the
legislative branch of government.
Some of these efficiencies can be achieved right here by action

that we take in the appropriations process. Others will require the
enactment of new and amended authorizing legislation. But we
must recognize that there are several committees who have legisla-

tive jurisdiction over many of the programs in the legislative bill.

For example, the Committee on House Oversight authorizes many
of the House items.
The Government Printing Office, as well as portions of the Li-

brary of Congress, fall into that authorizing committee. We also

have a Committee on Government Reform and Oversight and GAO
comes under their jurisdiction. The Rules and Budget Committees
have jurisdiction over CBO and other legislative oversight respon-
sibilities. The Committee on Science has jurisdiction over OTA. The
Judiciary Committee over the Copyrights Office and the National
Film Preservation program; and the Transportation and Infrastruc-

ture Committee has authorizing jurisdiction over the Architect of
the Capitol construction projects. And, of course, the Joint Commit-
tee on Printing conducts management oversight with respect to

GPO and its programs.
So we can't do it all on the appropriations committees. We can,

however, reduce and adjust the funding levels in the appropriation
bills. But changes in statutory mission or transferring functions to
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appropriate agencies requires the enactment of authorizing legisla-

tion. The authorizers have to enact appropriate legislation for us

to do the changes that we want to do, and we are going to be work-
ing with them; we have already met with several of them. We in-

tend to meet with all of them to make certain that there is a

smooth transition as we make these changes that we sense are im-

minent upon us.

We are looking forward to this year. We sense that this sub-

committee is going to be a major part of the huge changes that are

taking place in government and in how government operates. We
are looking forward to this opportunity.

I am extremely grateful to have the privilege of working with

Senator Mack. We have had a long relationship and this is going

to enhance that relationship. I would like to turn, if I could, to you.

Senator, for any opening statement that you would like to make.
Senator Mack. Well, thank you, Mr. Chairman. And I, too, look

forward to working with you. We have already had the opportunity

to meet together and talk about the direction that we are headed,

and I look forward to these next couple of years working with you
on this committee. I think there is a lot to do. You each know the

size of the budget is not huge by any stretch of the imagination

with respect to other subcommittee budgets on the Appropriations

Committee. But it is an important one.

I understand that we are making a little bit of history here

today: the first joint hearings held by an Appropriations Commit-
tee. But fresh in my mind is the history made by the American peo-

ple last November. The American people sent a clear and unmis-
takable message when they sent the new majority to Congress.

This new majority has an equally clear and unmistakable mission:

Reduce the size, the scope and the cost of the Federal Gk)vemment;
return to the American people control over their own lives.

While the appropriations bill reported by the Legislative Branch
Subcommittee is the smallest in terms of dollars, this year takes

on symbolic importance for this simple reason. If Congress is going

to make the necessary reductions to the entire Federal Government
and return to fiscal sanity, if Congress is going to mandate that ex-

ecutive departments and agencies become more focused and effi-

cient, and if Congress is going to return to the American people

control of their lives, then Congress must demonstrate the political

will and leadership by putting its own house in order.

But putting Congress' house in order does not only mean a sim-

ple reduction in budgets, it means taking a long and thoughtful

look at the core mission and responsibility of each chamber and
support agency. I am confident that this long overdue review will

provide us with a once-in-a-generation opportunity to focus the en-

tire institution on its primary legislative and oversight mission.

Our representative committees will be exploring ways to use

technologies to make Congress more efficient and responsive. We
will look for opportunities to privatize a variety of operations cur-

rently being conducted by congressional agencies; we will consoli-

date redundant functions being performed by two, three, sometimes
four separate offices. We will eliminate some operations altogether.

Let me just make one additional comment here. Some may con-

clude that this is a partisan statement; it is not meant to be at all.
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I think any institution that is controlled by one thought or one en-
tity for 40 years has a tendency to keep doing the same thing or
expanding in a similar direction. I think in this past 40 years that
somehow the Congress has come to the conclusion that it is a sec-

ond executive and, therefore, we have established a number of
functions in the legislative branch that, in fact, are executive in na-
ture.

And so as we go through this process, we are going to try to

again focus the Congress on its legislative responsibilities, not its

executive, which I think in fact has been developed over the last

40 years. So it is from that perspective that I am going to be look-

ing at a number of the different functions that are carried out
under our jurisdiction.

There are many policy issues to be debated. There are many
ways to get where we want to go. And it is not going to be easy.
But the bottom line is we must put this House and the Senate in

order to do the job the American people sent us here to do.

I look forward to working with you again. Chairman Packard, as
we served together when I represented the 13th district of Florida,
and I see my friend Dan Miller who now represents part of that
13th district. I also look forward to working with the other House
committee members and ranking member from the Senate, Senator
Patty Murray, and we have had an opportunity also to talk about
the general direction and to express to each other our desires to

work together. And I also look forward to working with Senators
Bennett, Jeffords and Mikulski.
Thank you, Mr. Chairman.
Mr. Packard. Thank you very much, Mr. Chairman. As I men-

tioned earlier, I was sure the chairman of the full committee would
be here, the Honorable Bob Livingston from Louisiana.
Do you have any statements you would like to make. Bob? We

would appreciate it.

Mr. Livingston. Well, Mr. Chairman, only in the interest of the
demands from the other subcommittees, I would, if you don't mind.

I just, first of all, want to congratulate you. I haven't had a
chance to officially congratulate you on your subcommittee respon-
sibilities as chairman of this subcommittee and I look forward to

working with you in my capacity as one member of the subcommit-
tee. And I also congratulate and look forward to working with our
friend, Senator Connie Mack, your counterpart, and welcome Sen-
ator Murray to the House side. You are slumming, but we are glad
to have you.
But I am very interested in the responsibilities of this sub-

committee and one particular instance because it just seems that
it was a gentleman by the name of Joseph R. Wright, Junior, the
first witness before the subcommittee who, when he was Deputy
Director of 0MB developed a program called Reform 1988. That
program aimed to consolidate much of the routine Federal adminis-
trative processes that all Federal agencies must perform, including
payroll and personnel recordkeeping, inventory controls, general
ledger accounting, travel records, management and the like. The
idea was to have a single entity or perhaps a few separate entities

do this work.
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The computer operations, the recordkeeping procedures and the
like were all of government. And an excellent example of this pro-
gram turns out to be the National Finance Center, coincidentally
in New Orleans, Louisiana, which does the work for many agen-
cies, inclusive with the Departments of Agriculture, HUD, parts of
Treasury and various others. They also do the payrolling and per-
sonnel recordkeeping for many of the legislative branch agencies,
including Library of Congress, the Architect of the Capitol, GAO,
OTA and CBO. GPO has not yet converted, and I don't know ex-
actly why, but we have GAO looking into that.

We have also asked the Capitol Police to develop a plan for mov-
ing their payroll and personnel to the NFC in New Orleans. The
Comptroller General has endorsed that idea enthusiastically, and
since you have the father of Reform 1988 with you, Mr. Joe Wright,
I will be very interested to get his views. Thank you, Mr. Chair-
man.
Mr. Packard. Thank you very much. We will place your ques-

tions in the record.

[The information follows:]

Questions Submitted by Chairman Bob Livingston

Consolidated Administrative Processing

Question. What other steps do you think we can take to consolidate our adminis-
trative workload?

Response. A study really needs to be conducted of the total Congressional over
load with priorities established by the committees and overlapping requests and
services identified. This study has to be done by an outside source. Then the Sub-
committee on Legislative Appropriations needs to make additional organizational
changes and reduction. This study should not take more than six months.

Question. Do you see any disadvantages for us in continuing to press on with simi-
lar consoUdations of other legislative branch agency administrative workloads?

Response. No—it should be done. Make some cuts now and then wait for the
study results from the effort described above.

Mr. Packard. Would you have an opening statement, Mrs. Mur-
ray?
Senator Murray. Thank you very much.
Good morning, Mr. Chairman, to you, and to my colleague, my

Chairman, Senator Mack. Thank you for calling this important
hearing.

I just want you to know that I look forward to working with all

of you on this subcommittee. I think we have some tough choices
we have to make for the American people, and I think we are going
to go down a road and I think we will be able to accomplish some
of that.

I also want to thank our guests. I am looking forward to your
input. I unfortunately won't be able to stay for much of the hear-
ing. I have a lot of constituents from the State of Washington that
have traveled 3,000 miles today, but I will be looking back on the
record and following closely what occurs today.

I do want to make a few brief remarks about how I intend to
view my responsibilities on the subcommittee, because I was elect-

ed in 1992, that first year of big change and I understand that de-
mand from the American public. In fact, only a few years ago I was
struggling at home in Seattle, Washington trying to make my fami-
ly's ends meet and get my kids off to school and make sure that
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they had a good world to grow up in, and today much remains the

same.
My kids are here in school now, they still have two working par-

ents and I still feel that we are struggling like a lot of American
citizens today to try to make ends meet and provide a good world.

But as I have traveled back and forth across this country numerous
times and talked to the citizens in my state, it seems clear that

people are saying that they want to see their government work for

them, and I think that is something that this committee can work
to accomplish. I hope we can make government work better for peo-

ple, and I think we do that by bringing government closer to peo-

ple.

I think there are many legitimate questions facing this sub-

committee about the tools of this legislative branch. The agencies

under the jurisdiction of this subcommittee have performed very
important functions and I look forward to examining with all of you
their missions in more detail as we go through this committee. But
I intend to approach this job with an eye toward what the individ-

ual senators need to serve his or her constituents in the most effi-

cient way possible.

Mr. Chairman, I know you have a long history of excellent work
on this committee, and I think we have a bipartisan tradition to

uphold, and I look forward to working with you and the other

members of this committee, along with the House in working to-

wards those ideals.

Thank you.

Mr. Packard. Thank you, Mrs. Murray.
As I mentioned earlier, Vic Fazio was the chairman for some

time of this subcommittee. He has a long and very, very outstand-

ing experience with the issues that we deal with. I am extremely
grateful that he has been selected, or he chose to remain on this

committee to help us through this transition.

And so, Vic, I would like to hear any opening statements that

you would like to give.

Mr. Fazio. Well, thank you very much. I want to thank both you
and Connie for having brought us together to talk about the legis-

lative branch in a common setting. I think it is a good idea, prece-

dent-setting idea, but one that probably will serve to increase the

communication between the two branches here, the two sides of the

Capitol, the two branches of the Congress.
This is, I think, an important committee in ways that are per-

haps not always viewed by the general public and the press. We
know it is highly symbolic and therefore it becomes often somewhat
political. And yet I think the history of this committee is that we
have worked in a very bipartisan manner to the maximum extent

we possibly could. I think today's hearing is indicative of the fact

that that will be our continuing mode of operation.

I want to thank you, Ron, for allowing us to include witnesses

that we think will provide even more balance to the proceedings
today. And I am particularly pleased that you have chosen to re-

tain the clerk of this committee who has worked for so many years,

Mr. Ed Lombard, in a way that I think indicates the spirit in which
you intend to proceed.
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It is certainly my experience to have been in many, many hear-
ings over the last decade or more on this branch of government,
but I do want to say for the record that I think it is always appro-
priate to continue to view the way we are doing things to see
whether we can do them better, to find ways to improve the man-
agement of this branch of government as well as the way in which
we are structured.
So I come to this with an open mind, although I obviously have

looked at this question and these issues on many occasions. I want
to assure you that I think the minority is interested in making
whatever improvements we can make. But there are issues of sepa-
ration of powers, of independence for this branch of government
vis-a-vis the executive and judicial branches.
There truly are questions of the prerogatives in the legislative

branch that I think are neither liberal nor conservative, but are
really truly important to maintain a perspective on the way the
country is governed. I think everyone knows the amount of money
we spend is relatively small, but as Senator Mack has said, it is

important in ways that are very symbolic for the way we manage
and run the rest of the government, particularly the executive
branch. But I am hoping that we can view the subjects that we dis-

cussed here today in a manner that will not impede our branch of
government from the exercise of its constitutional responsibilities.

I don't think that would be the intent of any here. I think we
simply have to be very careful as we attempt to streamline or in
some way reduce the size of this branch. We don't do it in a way
that will be in the long run counterproductive for the very impor-
tant role that the Founding Fathers gave to Congress.

It is I think very indicative of the degree to which you want to
give all sides a hearing on this that you brought together such an
outstanding panel of people. I don't think this panel would be inap-
propriate were we still in the majority and you in the minority. I

think you have brought the right mix of people and the right
voices. And I want to congratulate both the chairmen for that deci-

sion.

I look forward to the hearing.
Mr. Packard. Thank you, Mr. Fazio.
Mr. Taylor has come and we are grateful to have him with us.

Mr. Taylor. Mr. Chairman, I recall in last year's hearing when
our fine Architect came in and presented his plan for the Capitol
up through the year 2050, you noted that you might be chairman
at that time and I am glad to see that you are 55 years ahead on
your career plan. When we were members of the minority, we often
heard Members' proposals to streamline the legislative branch and
cut its spending.

After all, Mr. Chairman, we have asked the American people to

sacrifice and certainly we ought to be willing to do it. Now that we
are the majority, I think we should move forward that plan and I

am glad to see the witnesses here today will be making sugges-
tions.

In 1993 we off'ered a plan which would cut the legislative branch
budget by 25 percent. We proposed a pooling of staffs of the eco-
nomic support organizations, the staffs of the Joint Committee on
Taxation and the Joint Economic Committee, the Congressional
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Budget Office and the economic staff of the Library of Congress.
And as scary as it might seem, the thought of turning more law-
yers loose on the public, we proposed pooling the legal staffs of the
committees on the Library of Congress and the Legislative counsel
and the House counsel to eliminate duplications that we thought
were here, eliminating dozens of positions and hundreds of thou-
sands of dollars.

We proposed turning the Government Printing Office over to the
private sector and saving hundreds of millions of dollars over the
next five years and bringing it into the 21st Century. So Mr. Chair-
man, under your leadership and under Chairman Livingston's lead-
ership, I am heartened to see that we have made progress already
in tightening the budget. The House Committee side staff has been
cut by a third and the Senate has cut their budget by approxi-
mately 25 percent and I am eager to work on beginning this kind
of reduction in the Federal Government that we have been talking
about for some time.
Thank you, Mr. Chairman.
Mr. Packard. Thank you, Mr. Taylor.
Mr. Thornton?
Mr. Thornton, Thank you very much, Mr. Chairman.
It is good to be on the committee with the Senators. I am very

pleased that you and Senator Mack have decided to have a joint
hearing, because the subject matter is one that is pervasive and
one that both committees will need to work closely together on as
we address the issues. It is innovative. And I think that perhaps
what Francis Bacon wrote was apropos when he said, "It would be
unsound and contradictory to suppose that that which has never
been accomplished can be accomplished, except by means which
have not yet been tried."

You should be commended for approaching this with a new meth-
od of having hearings, and I do appreciate the privilege of being
here with this distinguished panel.
However, I would like to echo the thoughts of Vic Fazio. Peter

Drucker says that there is a difference between efficiency and effec-

tiveness, that efficiency is doing things right; effectiveness is doing
right things. It is very important, as we proceed into these hear-
ings, that we recognize that our primary charge is doing right
things for the American people and that we should do so in the
most efficient and cost conservative way that we can.

I think we can make great improvements. I like putting every-
thing on the table for review. And as we go through this process,
let's not forget that our job is to have a strong and effective legisla-

tive branch operating more efficiently.

Thank you, Mr. Chairman.
Mr. Packard. Thank you, Mr. Thornton.
Mr. Miller?

Mr. Miller. Thank you, Mr. Chairman. As a new member of the
Appropriations Committee and of this subcommittee, I am excited
about this hearing today. The total amount of money this sub-
committee controls is relatively small in a $1.5 trillion dollar budg-
et, but symbolically it is extremely important. I am also excited
about the fact that we started at the beginning of the year with
making cuts in our own committees, and in our committee staffs.
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And I am pleased to note that the Senate has been doing the same
thing.

So we in the House have already begun the process. But the
symbolism coming out of this committee is very, very important. I

hope to do a lot of downsizing of the government.
Thank you very much.
Mr. Packard. Thank you, Mr. Miller.

We haven't introduced Julian Dixon from California. We are
pleased to have him not only on the subcommittee, but here this

morning.
Do you have any opening statement?
Mr. Dixon. No, I really don't, except to say that I am anxious

to learn as a new member on this subcommittee and I come with
an open mind on most of these issues.

Mr. Packard. Thank you very much. We will not have everyone
make an opening statement in future hearings. This morning we
did allow all to make an opening statement, but in the future I

would like to limit all opening statements to no more than 10 min-
utes, including the chairman and the ranking minority, so that we
can devote most of our time to our witnesses. That is the general
procedure we will follow.

This joint hearing was called as a joint hearing because Chair-
man Mack and myself had met together and determined that the
gathering of information that would help us begin the process of
rightsizing and perhaps downsizing the legislative branch could be
very similar even though we held separate committees. And so we
felt that it would be very useful not to call upon the same kinds
of witnesses to come to two separate hearings. And it would also

give us an opportunity to become acquainted with one another in

the early stages of our process. So we were anxious to have a joint

hearing.
We will probably not hold a lot of joint hearings, if any additional

joint hearings, because we think it is wise to develop our own bill

and our own priorities, and then the process will normally take its

course in working out the differences between those two bills.

Listening to some of the statements, I would like to just off the
cuff make a couple of points, also. We don't believe, at least I don't

believe, that it is our sole responsibility, and it is the message that
we have heard from the voters this year, to simply cut back on the
different agencies of government. Several of you mentioned this. I

believe that it is a time and a rather unusual opportunity for us
to rethink the way we do things, and whether we ought to be doing
some of the things that we have been doing for a long period of

time. I believe that this is a good time for us not only to downsize,
but to restructure and reprioritize, or determine what our missions
are.

And to every agency head that I have met with thus far, that has
been my instructions. That I want them not just to cut back, but
I want them to assume to begin with that their agency doesn't

exist, that they start with a zero base. That is a rule of the House
now, that we generally think and start from a zero base as though
the agency doesn't exist.

They must go back and look at their authorizing legislation to

determine their fundamental mission, and then they determine
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what they must do; what is absolutely crucial that they do to fulfill

that fundamental mission. All else that they are now doing that is

not essential to the fulfillment of their mission ought to be discon-

tinued or certainly reconsidered. And then they build their budget
around those functions that they consider to be absolutely crucial

to the fulfillment of that mission. I think many of them are already
starting to do that and we hope that they will continue to do that.

Just some background before we start to hear from our wit-

nesses. The legislative branch is provided $2.4 billion in annual ap-

propriations, and we have about 35,000 full-time equivalent em-
ployees. It is not a lot of money in the total Federal budget, but
it is a lot of money in many respects; and it is a lot of employees.
But the more important thing is that we represent on this sub-
committee one-third of the branches of government the legislative

branch. And that one-third is a very, very significant responsibility.

I won't get into the details of the figures that we will be dealing
with. Perhaps simply to say that about half of the $2.4 billion is

in the operation of the Congress itself, the House and the Senate,
and the other half is for the support agencies that work with the
Congress. It is those support agencies that we are going to hear
about today to try to get additional information to help as we begin
the process of reviewing the budgets of each of those support agen-
cies.

We have several witnesses that will be with us today, participat-

ing in our hearing, and they include the former member of Presi-

dent Reagan's Cabinet who served as the Director and Deputy Di-

rector of OMB. He will be our first witness, Mr. Joseph R. Wright,
a man of great experience and one of great insight and we look for-

ward to his testimony.
We have two former public printers, one is now a publisher and

television executive, the Honorable Danford Sawyer, the other is

the Honorable John J. Boyle, who has also had extensive experi-

ence in electronic printing technology, a technology that we cer-

tainly are going to consider moving on toward.
The Professor of Science and Technology at the Institute of Pub-

lic Policy at George Mason University, Dr. Chris Hill. A former
head of the Federal Building Service and now a business executive
and consultant, Mr. Dick Haase. Then we have the senior facilities

management official at the Pentagon who is in charge of the Na-
tional Capital Region, Mr. L.W. Freeman; and three scholars at

local private think tanks who have researched and written exten-

sively in the field that we are dealing with. Norm Ornstein of the
American Enterprise Institute, Thomas Schatz from Citizens

Against Gk)vernment Waste, and David Mason of the Heritage
Foundation.
Also we have an information industry consultant and former sen-

ior policy analyst for the Office of Management and Budget, Dr.

Tim Sprehe. We have divided these witnesses into four panels. Our
first panel will be Mr. Wright himself.

We are extremely grateful to have you with us, Mr. Wright. We
look forward to hearing your testimony and then we will open
things up for questions afterward.

Incidentally, I should mention to all of the witnesses that are

here, we have received your written testimony. We either have or
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will be reading it carefully, and it will be in the record. We would
appreciate perhaps no more than five minutes of verbal testimony
that would help reinforce what you have given us in writing. So
with that, Mr. Wright, we would be pleased to hear from you.
Mr. Wright. Thank you, Mr. Chairman. Chairman Packard and

Chairman Mack, I appreciate this opportunity and I will submit
my testimony for the record. And I will hold my comments to five

minutes.
I must say that this is a unique experience for me because while

Deputy Director and Director of 0MB, I was never asked before to

testify to the Congress on its budget. As a matter of fact, if I would
have, it probably would have been a career shortener. And so,

therefore, even though I have more gray hair right now, I appre-
ciate the opportunity.
Let me reinforce a little bit about what some of the members of

the committee have already stated.

I believe that this committee is taking an extremely important
step, not only from the prospect of saving money for the taxpayers,
but also from the prospect of setting an example to the entire rest

of the government as you go through your downsizing and your re-

structuring exercise. It is vital that this be done.
I would consider the exercise you are going through to be similar

to that of a board of directors of a corporation who is asking the
corporation to make substantial cuts in all of its operations and
then it just purchased a couple of new airplanes for its own use.

And so therefore, the steps that you are taking to set the example,
as I said in my testimony, I applaud and will be supportive in any
way that I can.

Specifically, I believe that Senators Domenici and Mack put to-

gether a good package of recommendations, and to cut it short, I

would just say that. Senator Mack, I go along with those rec-

ommendations, particularly those on the staffing at the administra-
tive support agencies, and I will not get into any of the other parts,

because as far as I am concerned, that really is the Congress' busi-
ness and the way you conduct business.

I would like to add a few comments, and that is on page 4 I men-
tion that you might also take a look at the recommendations from
Congressmen Schaefer and Penny in 1994, and those of Congress-
man Penny and Kasich in 1993. There were some that they in-

cluded, particularly, for example, on franking, on CBO and, on the
Government Printing Office that were not included. Senator Mack,
in your task force recommendations.
Beyond that, I notice that I did not include anything on the Gov-

ernment Printing Office on contracting and eliminating some of the
services that they have got in privatization. Mr. Taylor, I think you
mentioned this. I totally support that. The Library of Congress, I

notice, was not included in there, and I would suggest that the
committee do take a look at the Library from the standpoint of
user fees and also the Copyright Office, being separated from the
Patent and Trademark Office. I notice the Architect of the Capitol
was also absent in any recommendations, and I see tremendous op-
portunities for privatization with the Architect.

Beyond that, I would say that I think there is going to be real

savings that can be generated, not only in the Congress, but also
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from the entire rest of the Federal Government. But I believe it has
been mentioned before, you have to change the way you to do busi-

ness, not just work around the fringes, and you have an oppor-
tunity driven from the Congress rather than the executive branch
to make some fundamental changes in this area.

I see no reason to make offices and committees that are not
needed more efficient. I see absolutely no reason to make reports
and studies that are not required faster and more accurate, and I

see no reason to ^streamline duplication where duplication should
be eliminated. I have a statement on page 5 where I was talking
about the administration's reinventing government exercise. I call

it a redecorating effort. And the only reason I did that, Mr. Chair-
man, was because of the fact that we now in the Federal Govern-
ment have a house that from a performance role and a cost point
of view is falling down. It is not the time to start a repainting exer-
cise.

And so therefore, I think you have an opportunity to set the ex-

ample for major structural changes. And I am happy to be a wit-

ness to start off your hearings. I wish you all the best of luck in

this exercise. It is very important.
Thank you, sir.

[The information follows:]
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TESTIMONY

BY JOSEPH R. WRIGHT, JR. ON DOWNSIZING

LEGISLATIVE BRANCH SUPPORT AGENCIES

TO

THE JOINT HOUSE-SENATE LEGISLATIVE APPROPRIATIONS

SUBCOMMITTEE

FEBRUARY 2, 1995

Messrs. Chairmen and members of the Legislative Appropriations Subcommittee: I am

pleased to be with you today to discuss reducing the size, and hopefully the scope, of

those agencies that currently support the Legislative Branch of our Federal Government.

First of all, I applaud you for this effort. The "downsizing" of the Federal

Government must start here, because if this new Congress is truly serious about reducing

the size and role of the entire Federal Government, with its annual budget of $1.5 trillion,

annual deficit of $180-200 billion and debt of $4.9 trillion then you are correct to begin

by setting the example by getting your own "house in order." Several good steps have

already been taken as the Congress begins passing the first proposals of the "Contract

with America" package including congressional accountability, unfunded mandates and a

balanced budget amendment. But now the appropriation process begins. -



1088

This new "leadership" from the Congress in reducing government and the

Legislative Branch is long overdue. A New York Times article entitled the "Imperial

Congress" last year stated that Congress has overstepped its proper size and authority and

"...legislated itself into a position of independent power... creating enough committees

and subcommittees (more than 100 in the Senate; almost 150 in the House) so that

virtually every Senator and most Representatives can have a senior position...increased its

work force from about 22,000 in 1960 to 37,000 today, giving each member plenty of

jobs to fill. Personal staffs of House members have jumped from 2,500 in 1960 to more

than 7,000 in 1992; in the Senate personal staffs have more than tripled, from 1,200 in

1 960 to more than 4,000 in 1992." As a result legislative costs and budgets have

escalated beyond those that are prudent and appropriate and Congress has probably taken

on a list of powers and responsibilities that are properly those of the Executive Branch.

Funding (outlays) for the Legislative Branch in 1962 was $196 million and grew

to almost $2.5 billion in 1995 - - an increase of 13 times in 33 years! And the President's

budget (Fiscal Year 1995) proposals last year estimated that this number would increase

to $2.7 billion by 1999. Congressman Cox stated the other day on the floor of the House

that since 1947, legislative branch fiinding has grown at a rate that is six times inflation

and he stated: "There is just no excuse." I agree.

Of the $2.5 billion budget for the entire Legislative Branch in 1995, $1.14 billion

or almost 46% is spent on "legislative support agencies" which include the follovmig:
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Office of Technology Assessment;

Congressional Budget Office;

Architect of the Capitol;

Government Printing office;

Library of Congress - - Excluding Congressional Research

Service; and the

• General Accounting Office.

If all legislative support is included, I understand the spending level for the Legislative

Branch is actually $2.9 billion in 1995 and is projected to grow to $3.4 billion by 1999!

There currently are actions that can, and should, be taken to substantially reduce

these expenses as part of an overall cost reduction program in the Congress. As a start, I

strongly support the recommendations that were proposed recently by the "Working

Group on Congressional Reform" led by Senators Domenici and Mack. As you know,

many of these proposals are two years old and were part of the recommendations made by

the "'Joint Committee on the Organization of Congress" co-chaired by Senators Domenici

and Boren in 1993. I attach a copy of the recent recommendations for reference.

While I wall not comment directly on the proposals to streamline the committee

structure, budget process, and floor procedures - - 1 believe they all go in the right

direction. My comments on the Staffmg, Administration and Support Agencies are as

follows:
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• Recommendations 10-13:1 agree on the reductions in offices and

committees but believe there should be a fiirther review on actually

eliminating or combining unnecessary offices - - rather than simply

reducing them 12.5-15%.

• Recommendations 14-19:1 also agree but would suggest that the

following recommendations made by Congressmen Schaefer and Penny in

"The Fiscal Responsibility Act of 1994" be considered:

Recommendation Five-Year Savings

(Millions of Dollars)

• Reduce congressional franking by 50% $100

• Eliminate the Joint Committee on Printing $26

and the Joint Economic Committee

• Reduce CBO funding by 10% $1

1

• Reduce Architect of the Capitol funding $50

by 10%

1 would further support many of the proposals included in "A Common Cents Plan" by

Congressmen Penny and John Kasich in 1993. There is simply too much duplication in

the legislative support agencies. Congressman Taylor stated recently on the House floor:

"...if one wants information in taxation and economic matters, one can go to the CRS that

has 875 employees, one can go to the Congressional Budget Office that has hundreds of

employees, one can go to the Government Accounting Office and ask for a study that has

thousands of employees, one can go to the Joint Economic Committee and ask for a

study, one can go to the staff on the Committee on the Budget and ask for that, one can

go to the staff on the Committee on Ways and Means and ask for that one, one can go to

the Senate Finance Committee for their staff and ask for that, one can go to the

Committee on the Budget in the Senate and ask for that..." -
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I agree with Mr. Taylor. This duplication of effort (which occurs in the Executive

Branch on a much larger scale) has to be substantially reduced. It's grown out of control.

In addition, I believe that most, if not all, of the activities of the Government

Printing Office which spent $122 million this year should be contracted out after a carefiil

and critical review to reduce and eliminate any unnecessary publications. There is no

reason for the Federal Government to conduct such an obvious private sector activity. I

would further suggest that the Congress look for other "privatization" opportunities such

as administrative processing (voucher, payroll, financial, etc.), banking, auditing, security

services, facilities, etc., etc. Again, you could be setting a very important example for the

Executive Branch that resists any privatization efforts. And as President Ronald Reagan

said in his early career: "Government tends to grow; government programs take on

weight and momentum...but the truth is that outside of its legitimate function,

government does nothing as well or as economically as the private sector..." I agree - -

but it's tough to get the government agencies to "let go."

In summary, the Administration has set, as a high priority, the "Reinventing

Government" initiatives. While many of their efforts are well founded, they should first

"De-invent the Government" back to its proper size and role before trying to make it

work better. Why try to make a prehistoric, outmoded, overweight dinosaur run faster

when you should have a smaller greyhound? Dramatic structural change is required - -

not simple rewiring, renovating, or redecorating.
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So I again applaud the efforts and leadership of these two appropriations

subcommittees and the Congress at this time in this area and will be happy to answer any

questions you may have.
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RECOMMENDATIONS OF THE WORKING CROUP ON
CONGRESSIONAL REFORM

A. Committee Structure

RccornTnendalion ^1 Senators should serve on no ttictc than two (2) "A"

Comrnittces and one (1) "B" Committee.

The Majority and Minority Leaders may make
assJBnmeitt adjustments to reflect party ratios,

resignations , deaths, etc.

Recommendatioji #2: Waivens granted for the 1 04th Congress should not be

affected.

Recommendation #3: Each "A" Committee ~ with the exception of the

Committee on Appropriations - should be Ifmtted to no

more than five (5) subconmiittces in the 104th

Congress. (The Majority Leader may grant a

Committee's petition that it would seriously impair the

petitioning committee's ability to perform its function

with fewer than six (6) subcommittees.)

Recommendation #4: Kach "A" Committee — with the exception ofthe

Committee on Appropriations - should be limited to no

more than four (4) subcommittees in the 105th Congress.

RccommendatioTi i^5: Each "B" Cormnittee should be limited to no more than

two (2) subcommittees. Senators shall serve on no more

than one (1 ) such suhcammittee.

Recommendation 4^6 : A committee should be abolished and its juriisdiction

transferred by the Rules Committee to other standing

committees if, as a result ofthese assignment limitationK.

it iialls to less than 50% of both its majority and minority

membership as ofthe lD2nd Congress.

Recommendation r?7: Effective this Congress, the .Toint Committees on

Printing, Library, Taxation, and the Joint Economic
'

Committee should be abohshed, with their respective
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responabilitics and appropn'ats resources transfsrred by
the Rules Connnittce to the relevant Senate Committees

and The Congressional Budget Office.

Rcconnnendalion #8: Senate conanittecs, other ihsn Appropriations and

Budget, should develop schedules to meet only on certain

days to avoid overlap. This rule should be waived only

in extraordinary circumstances where tiine is of the

essence.

Recommendation n9: Proxy votes should not be permitted to aifect ihs

outcome ofany vote in full committee.

B. Staffing, Administration and Support Agencies

Recommendation ?rl 0: The 1995 Committee Funding Resolution should be

reduced by 15% from lie 1994 Committee Funding

Resolution.

The Committee on Rules and Administration should

allocate the appropriate resources to reflect the

anticipated kgisiafive committee workloads.

Additionally, when examining areas of reduction,

special consideration should be given lo committees

that have experienced disproportioriate growth over the

last decade. Conversely, cxmsideration should also he

given to those committees which have not esptricnced

growth.

Recommendation 7^] 1 : There cfaould fae a 12.5% reduction in every Ls-adCTship,

Officer, Conference, Policy and support office, These

reductions will be achieved in the fiscal year 1 996

Legislative branch appropriations legislation or on a

similar vehicle.

Recoxjrncndation ^2: These ofGces and their committees ofjurisdiction should

review their structure and mission with the goal of

continued dehvery of critical services.

RecoTnmcTidation ^=13; The legislative support agencies and joinr item.^
-""

coasnmte 50% of the legislative branch appropriation.

The appropriate Senate committees and ]eader.«;hip should
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engage the House in a complete review of eacb agency
witb tiio goal of substantial reductions in staffand

budgets while maintairiTng the deliver of core and
statntoiy services.

Recommendation s:14: The Government Accounting Office (GAO) should be

reduced by at least 25%.

RecoramendatioTi ^}5: The Office of Technology Assessment (OTA) should be

abolished.

Recommendatior 7^1 6; The pcnnanent authorization for the GAO. GPO, CBO,
and CRS ("instrumentalities") should be repealed; the

Congress should instead enact authorizations of eight (8)

years for each instnrncntality.

Recommeodation n=l 7; The instrumentalities should institute a cost accounting

system to detail the cost of providing services to each

Senator and Senate committee.

Recommendation fAS: The instrumentalities and the relevant committees of

jurisdiction should examine the feasibility of establishing

a voucher system for the cominitt=es' use of the services

of such instiiimentalities.

Recommendation #19: Dctailees for the instrumentalities to Senate committees

and Senators offices sdtonld be on a reimbursable basis.

Budget Process

Reconunendation #20;

Recoramendaticm #2

1

Recommendation #22:

The Congress should adopt a Two (2) year budget

resolution and appropriations cycle, with the budget

resolution and appropriations bills adopted during the

first session of a Congress, and authorization legislation

enacted during the second session.

The Congress should prohibit authorizations of less than

two (2) years.

The Congressional Budget Office should submit __-"

quarterly deficit reports to Congress.
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Recommendaticjn #23: The Congress! OTial Biidget Act should be amended to

clarify that the Byrd Rule is permanent, applies to

confcrencs reports, requires sixty (60) votes to waive,

and applies to extraneous matters.

Reccnunendation #24: During the second session ofa Congress, the General

Accounting Office should give priority to requests by
authorizing committees for audits and evaluatioiis of

govcrranent programs ajid activities.

Recommendation #25: Four (4) years after the enactment of a two year budget

resolution and appropriations process, there should not be

an appropriation for any program for which there is not a

current authorization.

Recommendation #26: The Congress should abolish baseline (or current

scrwiccs) budgeting.

Recommendation #27: The Congress should restore the "firewalls" between

defease and non-defense spending.

D. Floor Pracedarc

Recommendation #28: Debate on the Motion to Proceed should be limited to

two (2) hours.

Recoinmcndation #29: Sense of the Senate resolutions should be cosponsored by

ten (ID) Senators unless offered by the Majority or

Minority Leaders.

Recommendation #30: Under cloture, time consumed by quorum calls siiould be

charged against the Senator requesting the qunrum call.

Rscommendaticm #3 1

:

Under cloture, a three-fifths ruling sboiild be required to

overturn a ruling of the presiding officer.

RecommendatioTi #32: T^e Setiate should dispense with reading conference

reports so long as the report is printed and available nnc

(]) day m advance.
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Mr. Packard. Thank you very much, Mr. Wright. I am going to

defer to the chairman of the Senate committee for the first ques-
tions, if you would like, Senator Mack.
Senator Mack. Mr. Wright, you made the comment "change the

way you do business."

Mr. Wright. Yes, sir.

Senator Mack. Tell me the first one, two or three things that you
think we ought to change.
Mr. Wright. The Congress should change or the government?
Senator Mack. The Congress should change.
Mr. Wright. I believe that, as Mr. Taylor said, you have way too

much duplication in the areas of the economic studies, technical

studies. I believe that you have too many requests, for example, of

GAO that are coming in from the Congress that are not required,

and they are overlapping and duplicating. I believe the Congress
has been very slow to do any privatization.

Senator Mack. Let me hop in here for a second on GAO.
Mr. Wright. Yes, sir. I can keep going.

Senator Mack. There would be some who will say that cutting
down or trying to limit the ability of the Congress to ask questions
is really not—we won't be carrying out our responsibility as a legis-

lative branch, that the General Accounting Office is, in fact, there
to be an extension of the Congress, to be able to delve into some
very difficult issues. Again, what is your reaction?
You know, the Senate Republican resolution that was passed at

a Republican Conference earlier this year calls for a 25 percent cut
in the General Accounting Office. Again, what is your reaction to

that? Is it in fact going to limit the Congress' ability to do its job?
Mr. Wright. Senator, I do not believe it is going to limit the

Congress' ability to do its job at all. If I remember from the docu-
ments from GAO, 80 percent of their total volume, I believe they
said, was driven by requests from the Congress.
Senator Mack. Just to clarify that, you are saying that 85 per-

cent was requested by various Members of the Congress and was
not directed at its auditing function?
Mr. Wright. They said 80 percent were by Members or entities

—

committees, joint committees of the Congress. I am sure some of it

was information and reports from their auditing function. But the
point is that the Congress itself is the driver of how large GAO is

by the requests that you as a body make upon that institution. And
so therefore, understand that if you are going to reduce the size of

GAO—and by the way, I supported your recommendation—if you
are going to reduce the size of it, you also are going to have to ad-
just your own insatiable appetite for getting overlapping, duplica-

tive reports, for having committee chairmen—and I do not mean
this in a disrespectful way at all, but having committee chairmen
go and basically ask for a report on information for a subject they
already know the answer to. This happens over and over again.

Now, I can say this because I am not in GAO, and so therefore,

you know, I am not going to go back and hear from Chuck
Bowsher. But that happens too many times. One area also that I

would say that they could reduce is what they call transition re-

ports. From the executive branch, I do not believe that those have
been very useful nor been used very often.
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They also get into management reviews which I worked with
Chuck Bowsher on. And in the management reviews I believe they
have gotten too top heavy, they are too duplicative with the Inspec-

tor General activity. So I think there could be quite a bit of paring
down and making a much leaner and effective organization. But
the Congress is going to have to also reduce its appetite and de-

mands upon that institution.

Senator Mack. I mean, put yourself in Chuck Bowsher's position,

though, when you have chairmen of the committees all through the
Congress that come to him and say, we want a particular report

done, we want to investigate this or that. I mean how is he going
to tell the Congress that he can't do that? I mean after all, we cre-

ated him for the purpose of investigating, doing things that the
Congress said they wanted to have done.
The second point that I would make, and I think—I guess I know

in my own mind what the answer is. I think the Congress needs
to define more tightly the kinds of things that would be open to the
GAO to review.

The second thing is that some people have suggested that maybe
that the Members and the committees ought to have to pay a fee

out of their budget to the GAO and therefore, people would be a
little bit less likely to just kind of off the cuff say, gee, I would like

to have a report from GAO about how many stars are in the uni-

verse. Because when you go through the process of thinking, well,

aren't you going to take some of the money out of my office budget
or from a committee budget to get that work done, maybe that
would be the kind of thing that would discourage a number of re-

quests from GAO.
Mr. Wright. Senator, if—I think it would be a very good idea for

Chuck Bowsher to come in with the Appropriations Committees
and reach—with you, really, and reach an agreement on standards
that are going to be followed to give him some protection to be able

to say no in the form of priorities to reports or studies that are not
needed or are very low priority or are repetitive.

In other words, you may be asking him for the report and he has
got 95 percent of it already done somewhere else and it is only a
year old in a subject that is not timely. But he is going to have to

have some cover from the committees to be able to sit down and
say here is what our standards are.

Second is I believe that the Members of Congress should be
charged up against their committee's budgets for the use of not
only GAO, but the other services. Because there is an unlimited de-

mand for a free good, and that is what is being exercised right here
in many of the duplications that I have seen. So therefore, I have
seen that recommendation, I totally support it.

Senator Mack. Let me switch to another area. In your statement
that you submitted for the record, you referred to an article titled

"The Imperial Congress", and I think it was by Joseph Califano.

Mr. Wright. Yes, sir, that is right.

Senator Mack. One of the quotes in there was Congress has
overstepped its proper size and authority. Can you elaborate on
what you believe Joseph Califano meant by that and what your im-
pressions are?
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Mr. Wright. I will give you my impressions of it, because if you
read the article at the time, it was pretty explicit. I think that Mr.
Califano was talking more in the policy areas. I believe what we
are dealing with right here is more in the administrative areas.

I questioned why the Copyright Office is part of Congress. I un-
derstand the requirements for registration, but that is easily han-
dled, you just send a copy. I question the entire Government Print-

ing Office, that this is a managerial contracting-out function. It is

not a legislative function.

There are some other duties, for example, resolving disputes. You
know, overseas as well as with contractors. You have got adminis-
trative law judges. You have got these t3T)es of functions within the

agencies. I don't think anybody has really taken a good look at how
many executive branch activities you really do. And if you do take
a look at it and you decide that, for whatever high priority, there

is a reason to do it, my guess is that those activities that you de-

cide upon are going to be relatively small.

Senator Mack. What about the Office of Technology Assessment?
Mr. Wright. I agree with your recommendation, that it is not

worth the dollars that you are spending on it, and it is being dupli-

cated elsewhere. I would shut it down.
Senator Mack. I think that is all I have right now.
Mr. Packard. Thank you very much. Mr. Fazio?
Mr. Fazio. Well, thank you, Mr. Chairman. I wanted to get into

a couple of these areas. I know that there are problems in terms
of GAO's overload in the sense that Members still have the author-

ity to request some sort of investigation, study or report. I do think
we would be mistaken if we didn't admit that the degree to which
they comply with that request varies tremendously based upon the
seriousness of the question, and, frankly, the source.

Committees and entities that speak in a bipartisan way in par-

ticular I think tend to get a lot more attention than an individual

member who has a particular district problem. And I think the re-

sources at GAO are far more likely to be spent more meaningfully
on the more significant issues.

But I do think that it has to be put on the record that GAO has
been downsized in recent years, certainly in the period since 1981
when I came to the committee, and maybe the clerk can help us
with the numbers. But we have not only seen a voluntary reduction

of downsizing in the aids, I think some 500 positions were elimi-

nated, but in the last couple of years with the early-out incentives

we have seen GAO downsize even more. Not to say that that is suf-

ficient.

I believe Mr. Bowsher has a three-year plan for further

downsizing. But I have heard people talk about a 25 percent cut

in one year. I think that would be the kind of cut that would be
rather difficult for any agency to absorb and still maintain its level

of efficiency, and I particularly want to highlight it in regard to

GAO because I think in a period of downsizing government, GAO
could make a significant contribution in that regard. And to in ef-

fect impede the legislative branch's ability, in fact the government's
ability, to make reductions appropriately throughout government
would be somewhat counterproductive.
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Let me just comment in addition on the recommendation to re-

duce CBO by 10 percent. I hear your comments, Joe. We have kept
CBO in recent years at a level of funding, have essentially paid
only cost of living adjustments for staff. We have not increased the
number of people there at all. And yet we continue to ask them to

do more work.
We just passed a bill through the House yesterday which re-

quires them to do more analysis of unfunded Federal mandates,
something we have all decided is very important. Last year we
were all banging on CBO because they couldn't produce sufficient

analysis on the plethora of health reform plans coming from every
ideological perspective in Congress.
We are constantly demanding more finite work on all sorts of

government expenditures for a better job of budgeteering. They, of
course, came into existence in the 1970s, long after most of the
growth of legislative branch funding came to a close. I am con-
cerned that CBO would find it very hard to meet the demands of
the new majority in Congress if it were to absorb that kind of cut.

Lastly, OTA. I think again, here is a question of whether or not
the legislative and executive branches should have the ability to

provide some check on each other. OTA is a relatively small agen-
cy, mostly seeking private sector input, non-profit sector input by
contract. Very few permanent personnel.
But essentially, an effort to bring the best in the scientific com-

munity's technological advances to the attention of Congress, run
by a bipartisan board that vigorously prevents Members of Con-
gress from interfering with the priorities that are set for the insti-

tution, not by individual requests. And it would seem to me a real
loss if we were to not have the kind of input on a number of subject
areas that frankly Members of Congress, given our typical back-
grounds, are not really proficient enough to handle.
So I would be interested in your thoughts. Where is the input we

would get in lieu of OTA that isn't within the purview of executive
agencies that have their own agenda, their own axe to grind, which
can often amount to spending money?
Where would we go for the kind of help that CBO increasingly

is being told it must provide to Congress? And where do we go in
the downsizing of the government when we are making a 25 per-
cent cut in a GAO that has already made significant reductions in

personnel?
Mr. Wright. Okay. Mr. Fazio, I have a whole list of items that

you brought up. Let me take first of all, GAO. The numbers in

1981. They had a budget authority which is approximately the
same as outlays, about $220 million and 5,182 people. And this last

year, they had $429 million, which is a little over a doubling of
that, and 4,928 people. Now, I don't know what is going to happen,
you know, for the rest of the year. So in effect, they stayed about
even.
Now, I totally agree with you that the reports will be dramati-

cally different depending upon whether or not they are coming
from a chairman—pardon me, the request is coming from a chair-
man of a powerful committee or somebody else. But the fact still

remains that by what GAO says, the Congress drives approxi-
mately 80 percent of their workload.
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So all I am saying is if you are the big bear out there and you
are driving the market forces that are keeping that product line

going at its rate, you can change your requirements. I don't pretend
to be smart enough right now to be able to tell you how that should
be done.
But I believe that a 25 percent cut is doable; I believe that Mr.

Bowsher should come up with the committees, and he should get
some very good understanding of what is going to be, you know,
honored in terms of requests. There should be a process of going
through an appeal that is done all the time, that is no problem.
The overlapping between the executive branch, particularly in the
areas of the inspectors general and some of the appeal mechanisms
they have got like on the international, as well as the contract dis-

putes, should be handed back to the executive branch. I believe
that is where it belongs.
Now, I think you can get down to 25.

On the
Mr. Fazio. When you say you think the appeal function should

be in the executive branch, wasn't it placed in GAO in order to
make sure that there wasn't the bias that might occur in the execu-
tive branch itself had the issue before it?

Mr. Wright. Yes, it was. And then you set up the administrative
law judges activities, and then you set up the inspectors general ac-
tivities, both investigative and auditing in 1978. So what has hap-
pened is you have set up the structure, and then you have set up
duplicative structures after that.

The point I was trying to make is rather than taking a system
that has grown up over the years—^that is really a faulted process,
it is a faulted structure—and making it more efficient, restructure
it. Do the hard job now, because you have got a mandate. In my
feeling, Mr. Fazio, Ronald Reagan when he became President in

1980 had a mandate, but from my point of view, that lasted for

about two years. And from that point on, any recommendations
that we came up with for closing down agencies or any major re-

structuring—and if you remember in about 1981 and 1982 we had
about over 100 agencies, including the Departments of Education
and Energy for reductions—and very few, if any of those, were ever
implemented, because our proposals, when they arrived up here in
Congress, were called dead on arrival every single year.
So I am saying for the Congress to drive it down through the ex-

ecutive branch, you have got the best chance that I have ever seen,
and that is why I think it is so important what this committee is

doing.

Now, you are right, appeals were set up in GAO, but I believe
that you really have to take a good look at this.

On the Office of Technical Assessment, you asked me where you
could go and get that, and by the way, I do believe that is impor-
tant information for you to have for the most part at your disposal.
I believe it goes to the Congressional Research Service. I believe
that you could go to GAO, you could go and—^you could go to a con-
tractor through the Congressional Research Service and have it

done. I believe there are many places.

As a matter of fact, I think there are too many places for you to

go to. I would narrow it down so if no other reason, not only would



1102

you improve the efficiency and reduce the cost, but you would im-
prove the effectiveness of it.

Mr. Fazio. If I could interrupt, and I want you to be able to go
on.

Mr. Wright. Yes, sir.

Mr. Fazio. There was a real effort on this subcommittee over a
number of years to eliminate the duplication of studies, and in fact

we have required that the four agencies that are often asked to do
studies meet regularly to clarify exactly who is doing what and to

avoid duplication. In fact, there is a publication that is made avail-

able to show exactly which agency chose to take a level of analysis,

the CRS analysis normally far below what would be available to

someone who is contracting at the Office of Technology Assessment,
for example, to do a scientific analysis.

So there has been an effort, it may not be sufficient, it may not
be adequate, to avoid agencies duplicating each other's work and
assigning some requests to the proper agency for the proper level

of analysis. I do think that is something the committee needs to

look at in that regard, and I will withhold any more questions and
let you finish.

Mr. Wright. I appreciate that.

I also appreciate the Congressman's earlier comments of, look,

let's not destroy what is truly needed to effectively govern. That is

not the point. The point is, I believe that what you have done is

not so much different than what I consider to be the reinventing
government that is being done on the other side of Pennsylvania
Avenue. It is not making major restructuring and major differences

in the way that government truly operates.

It is working on the fringes. And we have got a bankrupt cor-

poration here. We can't work on the fringes. -Ajid you have got an
opportunity now to drive the changes from the Congress. The exec-

utive branch cannot do it, sir.

Mr. Packard. I think we are going to need to move on to the
next member for questions. Mr. Taylor?
Mr. Taylor. Let me see if I can make a small statement and ask

you, Mr. Wright, if it is in the area you are talking about. We have
been sort of nibbling around the edges of reform here in past years,

and what I was talking about in making a 25 percent cut does not
necessarily mean that we go to each agency and ask them to make
a 25 percent cut. It means obliterating some in order to get the 25
percent, because there are some areas we may want to hold in zero

cuts or perhaps even make more effective. We might need more
funds. To talk about what you were saying in the area of, say ques-
tioning the taxes, and I said this two years ago and—I went over
it—I was never corrected, but if I have a question on taxes as a
Member, I can go to the Joint House and Senate Tax Committee,
I can go to the Ways and Means staff, the Senate Finance staff,

GAO, CBO, I can go to CRS, I can go to the Department of Treas-
ury, I can go to OMB, I can go to the IRS, and that is before I ever
get to maybe getting outside consultants which I think, if we are
going to put, if we are going to do, as Senator Mack said, and I

agree, talked about getting private bids that we pay for the infor-

mation we get, let's get rid of most of this and just go ahead and
bid it from private organizations.
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We don't have a government shipbuilding organization when we
want to build a carrier, we go out and put it on bid and contract

it out. I don't know why we couldn't do that with research in an
independent way and get rid of many of the duplicative staffs that
spend millions of dollars in waiting for us to come to them with a
request.
So I think it is practical when you are talking about the need.

I have three boys. They all want a horse. I can't afford to feed three
boys, much less three boys plus three horses. So we got one old

plug and they can all call it their own and get by. And that is what
I think we are going to have to do, as you said, in a bankrupt cor-

poration.

You may need to call on that kind of assistance and we may need
to take that kind of look rather than saying, well, let's make a 10
percent reduction in GAO here or 5 percent there, and assume we
have done something.
Now, what you are thinking is a consolidation or perhaps a new

look altogether to these things rather than just nibbling around the
edges?
Mr. Wright. Yes, sir, Mr. Taylor. It is completely what I am

talking about. It is looking at what has to be done without how it

is being done today. And then establishing a brand-new model of

how the Congress should work and how we should accomplish the
tasks of the future from the executive branch. And the executive
branch, understand the structure that they have got to come
through to go up through the appropriations committees and the
authorizing committees. Every time that they make a proposal for

dramatic change, they are threatening one of the chairmen or the
ranking minority members on one of those oversight committees in

some way.
Now, what chance do you think that they have got to really make

any fundamental change in the way we deliver important services

to the American people? So from that standpoint, it has got to be
driven by the Congress, but not how do we improve what we are
doing today. And that is the difference that I am trying to make.
What do you have to do first? Now, let's create a whole new struc-

ture, and then let's do that well.

Mr. Wright. I know it is complicated, but when have you ever
had the opportunity to do what you can do right now? And you are
going to lose—well, I don't mean to—I think you are going to lose

the mandate.
Mr. Packard. We are going to try to hold this panel to about five

more minutes, so we want to move along.

Mr. Thornton.
Mr. Thornton. Thank you very much, Mr. Chairman.
I will be brief. I, first of all, see a distinction—and wonder if you

do not also—^between the functions such as the Copyright Office or

Government Printing Office and other functions which are difficult,

in my mind, to relate to the legislative purpose, as distinguished
from functions such as the GAO and the Congressional Budget Of-

fice. Mr. Fazio has explored the GAO situation completely. I am fa-

miliar with its history and background, the 15-year appointment of

a director to give the Congress an arm which has been very useful

over the years.
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The Congressional Budget Office came into existence in the
1970's. I am a "retread;" I was here when Congress for the first

time decided that it should do some budgeting. Up until that time,
the budgets were produced by the executive branch, sent to the
Hill, and we tinkered with them. There was no capacity for a joint

Budget Committee or for a congressional legislative review of budg-
etary authority. Do you think that it was a good thing that we
moved the Congress into the area of being a check in budgeting?
Mr. Wright. Yes, sir, I do. I am always in favor of that. I never,

from the standpoint of the Office of Management and Budget,
never had a problem with the Congressional Budget Office over
there. And as a matter of fact, we worked very well together.

Mr. Thornton. So you do think that CBO performs a useful
service?

Mr. Wright. Yes, sir, I do.

Mr. Thornton. Has CBO been held to about level funding in the
past dozen years or so?

Mr. Wright. Let me see. The Congressional Budget Office in

1981 was $12.5 million in budget authority, this year it is $22.3
million. So just a little bit under double. The staffing is about the
same, 221, to 220 people.

Mr. Thornton. So the increase is in the cost of the operations
rather than the growth of the agency and staffing size?

Mr. Wright. Yes, sir. But during that time, from 1980 to 1995,
the increase in the funding was 87 percent. For example, from my
old agency, the Office of Management and Budget during that same
period was 50 percent.

Mr. Thornton. Oh, 50 percent as compared with 87. Very useful
information. But you do recommend that we keep CBO strong?
Mr. Wright. Yes, sir, I do.

Mr. Thornton. Okay. I yield back, Mr. Chairman.
Mr. Packard. Thank you. Mr. Miller?
Mr. Miller. We are talking about rethinking federal policy with

a mind towards fundamental change and thinking big, and one of
the more interesting suggestions out there has been proposed by
Lamar Alexander I would like to get your reaction to someone who
has been on the executive branch and out in the Nation as a busi-
ness leader, about the concept of reducing the Congress in particu-
lar to a group that just works only six months a year.

Thirty, 40 years ago, that is the way it worked. Under this idea
the people could cut our pay in half and send us home the other
six months of the year and let us have a real job in the real com-
munity where we are from. What is your reaction to Mr. Alexan-
der's idea? I am not necessarily advocating it, I am just getting re-

action. That is a dramatic suggestion.
Mr. Wright. That is a dramatic change. I think it is a wonderful

idea. I don't think it would ever happen, because you can't get your
work done now within the time period that you have got. And I

think in order to be able to do that, you are going to have to sub-
stantially streamline the budget process, because that is what you
are spending an extraordinary amount of your time on, and the ex-
ecutive branch. And I haven't seen that happen yet.

So you could set the six months, but then my guess is you would
just keep delaying it, and then you would have the executive
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branch saying we don't have our appropriations yet, we are going
to close down the government, and you and I both know what that
means, you are paying overtime to Federal employees, and they are

all going to come back and get paid again, and if there is some way
to really hold to that and enforce that, that is fine. But I am rather
skeptical.

Mr. Miller. Thank you.
Mr. Packard. Mr. Dixon?
Mr. Dixon. I have no questions, Mr. Chairman.
Mr. Packard. Let me just present one or two questions before we

dismiss this witness. Mr. Fazio referred to the OTA being a
streamlined organization that does a lot of outside consulting work
rather than have a large employee base. Couldn't the GAO operate
that same way?
Mr. Wright. Certainly. All you have to do is you just have to ask

them to. But could the GAO or could parts of the Congressional Re-
search Service? Absolutely.

Mr. Chairman, like Mr. Taylor stated, you have got all of these
choices of where to go to for either research support or economic
support or financial support. You shouldn't have all of these choices

and have to make a decision. There ought to be a place to go to

for a purpose, you know, by the Congress.
Mr. Packard. A lot of the—there are a lot of agencies that are

available for reports, for studies, for analyses; and you have got the
IGs in each of the agencies or most of them. You have CRS and
the OTA, the GAO, all doing much the same kinds of things, per-

haps a little bit different areas. But if we were to restructure and
try to look and find ways to prevent duplication and maybe even
combine a lot of these study agencies, would it be best to phase out
the current program or phase in a new program, or to restructure

it at one time?
Mr. Wright. I think you would want to do a combination of

things. I don't mean to make my answer complicated. It depends
upon what the agency is and what they are doing and what their

backlog is. I would make the decision at one time. Because my con-

cern is in this town if you don't take advantage of a mandate, you
lose it very rapidly, and I saw that very early in the 1980s, because
we lost it.

And from 1983 on, we were just defending, trying to hold on to

what we already had. So I would make the decision in terms of the
structural change that you are going to make and the operating
change. Then if you find that there is a reason to phase it in for

several years, that is fine.

But basically, you give the instructions through the appropria-
tion committees. And I know that there is a debate between the au-
thorizing committees and the appropriation committees on this.

And there should not be. The appropriations committees have been
giving instructions to your agencies and the executive branch agen-
cies for years.

And you know, for example, on privatization, there is something
like 37, 38 prohibitions against agencies even studying privatiza-

tion in the executive branch. That is done by the appropriations
committees. So from that standpoint I would make the decision

now and then from the implementation of the decision I would
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work with the agency head, if it is not going to be eliminated, as

to the best way to get that done.
Mr. Packard. With your experience at 0MB, Mr. Wright, and

dealing with the management of payrolls and personnel record-

keeping, inventory control and so forth, could the National Finance
Center help in the legislative branch to better coordinate and bet-

ter manage that part of our work?
Mr. Wright. The National Finance Center, Mr. Chairman, is one

of the most efficient processing centers that I think we have any-
where in the country. I believe that the National Finance Center
should take over the what I call the voucher processing, that in-

cludes payroll, that includes all your vouchers, your payables, your
receivables for the Congress and do it on a contract basis. I would
even seriously consider privatizing the National Finance Center it-

self. I see no reason why a government entity should be doing what
is so clearly a private sector activity.

Mr. Packard. Mr. Wright, I want to thank you very much for

being here. There are many of us that would like to ask additional

questions. If any individual on the committee, either the Senate or

House subcommittee would like to ask questions, would you be
willing to respond in writing?
Mr. Wright. Absolutely. It would be my pleasure, Mr. Chairman.
[The questions and responses follow:]

Congressional Budget Office

Question. We have had a Congressional Budget Office since the enactment of the

Budget Act in 1974. Are there downsizing opportunities at that agency?
Response. Yes—every agency can be downsized—my estimate is 10% for CBO.
Question. CBO does important work for the Congress in budget scorekeeping anal-

ysis, and in the fiscal and tax areas. But a large portion of their resources goes into

program analysis. Does that make sense? Should program analysis be done at GAO
or CRS, or is it important for CBO to do some of this?

Response. CBO should do little, if any, program analysis.

Question. The budget and fiscal sections at CBO are comparable to activities car-

ried out at 0MB for the President and the executive branch. Does 0MB have a pro-

gram analysis mission? Does it work to their advantage or disadvantage?
Response. Yes—0MB conducts program analysis on a continual basis. This is an

integral part of their budget, and management, function. It works to their advan-
tage most of the time since they need to be able to check the program agency re-

quests and presentations/proposals to the President and Congress.

Copyright Office

Question. We have a Copyright Office at the Library of Congress. They register

copyrights and generally oversee the administration of intellectual property rights.

Over half of their program is paid for by receipts received in the registration proc-

ess. Is this an appropriate program for the Library of Congress—does the Copyright
program belong in the Legislative Branch?
Response. No, it belongs in the Executive Branch.
Question. There is a Patent and Trademark Office at the Commerce Department.

What are the pros and cons of merging these prograi»is?

Response. I see very little "cons." They should be merged in order to obtain man-
agement efficiencies and make it more convenient for the private sector to come to

one government agency for patents, trademarks, and copyrights.

Question. One of the great benefits of having the Copyright program at the Li-

brary of Congress is the use of deposited copyright material as one of the principal

sources of new additions to the collections. Each copyright appUcation is accom-
panied by a copy of the book or manuscript being registered. Last year, the Library

received 685 thousand items from the copyright process. That was over 20% of the

3.3 million items that were added to the collections—and represents a great savings

in acquisition costs. It's also a very good way to ensure we are getting the newly
published U.S. works onto the Library of Congress shelves. We don't want to lose
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that source of new publications—if we merge these programs in the Executive
Branch, is there a danger we will sigrnificantly damage the collections of the Library
of Congress?

Response. No—there can be a simple reporting requirement from the PTO to the
LOG for all copyright material.

General Accounting Office

Question. About 33 percent of all GAO employees are in the regions, but the re-

gions only have nine percent of the senior positions at the SES level. That leaves

a much higher percentage in the Washington headquarters. What is your judgment
about those ratios? Is Washington too top heavy?

Response. Its difficult to tell—most of the senior executives in every agency are

at the headquarters. My guess is that 9% of the SES is too low unless GAO intends

to substantially reduce their field force.

Question. GAO is consolidating and closing many of their regional offices. On the

one hand, regional offices represent a sort of duplicative overhead. But, on the other
hand, staffing costs in regional offices are lower and they are frequently physically

closer to the subject matter of the individual audits. Their conclusions, therefore,

may be less wdnerable to "inside-Beltway" influences.

What do you think of the GAO regional office structure—should it be retained?
Or, would it be better if GAO were centrally located in Washington—which seems
to be the current management philosophy?

Response. GAO should have some regional, or field, structure—^but most of its

staff should be in Washington and reduced by 25-50% with more contracting out
of the studies. But, as I mentioned in my testimony, the Congress also has to reduce
the unnecessary and duplicative requests of the GAO.

Question. Would it be better if we cut GAO employment significantly and insist

they obtain the necessary program expertise on a temporary, contract basis when
needed?
Response. Yes it wotdd.
Question. Is it possible for them to contract out to consultants, think tanks, or

universities when they staff projects? Then they could focus on project management
and quality control.

Response. Yes, there is plenty of private sector capabilities in D.C. and elsewhere
to conduct these studies at much less expense [and, in my opinion, at a much higher
quality].

Question. Does it make sense to have a GAO work force with a wide variety of

audit and program subject matter expertise, or would it be better off having audit
and program analysis management expertise—and acquire the specific expertise

needed for specific audits on an ad hoc basis?

Response. This is not easy to answer briefly—but I would opt for the latter. GAO
should definitely contract our more of their studies—particularly those of a technical

nature.

Question. They have an Economics Division. We have some of the best economists
in the government at CRS and CBO. We also have them at the Joint Economic Com-
mittee, and the Joint Tax Committee. Do we need a separate Economics Division

at GAO?
Response.. No, you do not.

Question. A major product of the Economics Department are the so-called "transi-

tion reports." Do you have any knowledge of these reports?

Response.. Yes, I have seen them for many years.

Question. Are they useful?

Response.. Sometimes they are—but not very often.

Question. Can they be eliminated?
Response. They should be eliminated.

Mr. Packard. I appreciate that. I wish we had more time, but
I think we need to move on to our next witnesses. We have a very
full day. We appreciate very much your testimony.
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Mr. Wright. Thank you very much, and good luck.

Thursday, February 2, 1995.

WITNESSES

CHRIS HILL, PROFESSOR OF PUBLIC POLICY, GEORGE MASON UNI-
VERSITY

DAVID MASON, HERITAGE FOUNDATION
NORMAN ORNSTEIN, AMERICAN ENTERPRISE INSTITUTE
THOMAS SCHATZ, CITIZENS AGAINST GOVERNMENT WASTE

Mr. Packard. The next panel of witnesses, Mr. Chris Hill, Pro-

fessor of Public Policy at George Mason University; David Mason,
Heritage Foundation; Norman Omstein, who is with the American
Enterprise Institute, Thomas Schatz, Citizens Against Government
Waste.

I believe that there will be hopefully room enough at the table

for the four of you. We appreciate you being here. We are looking
forward to your individual testimonies. We will hear from all four

of you and then we will open up for questions at that time.

Senator Mack. The first recommendation is to get a larger room.
Mr, Packard. We wanted this close to where the Senate and the

House could move, because it is an all-day hearing and we needed
to be able to get to our votes and other activities quickly and we
just could not find a room that would be a little bit larger—maybe
I should have done it on the Senate side.

Senator Mack. There is no guarantee it would have been any
larger.

Mr. Packard. So we apologize for the size of the room. So we will

now hear from Chris Hill, please.

Mr. Hill. Thank you. Chairman Packard and Chairman Mack,
members of the committee.
Mr. Packard. Again, the same applies to all witnesses. We would

like you to summarize your statement and not read it.

Mr. Hill. We will do that, Mr. Chairman.
The basis for my testimony is 25 years experience in teaching,

consulting, research and analysis in the field of science and public

policy, including seven years in the most senior position in that

field in the Congressional Research Service and earlier in my ca-

reer, two years at OTA. And I think it might also be relevant that

I spent time on the staffs of three distinguished academic institu-

tions, MIT, Washington University and George Mason University,

and two of the Nation's foremost study houses, the RAND Corpora-
tion and the National Academy of Sciences.

So I have seen the process of analysis from the perspective of one
who worked for you in two different of your support agencies, as
well as in some of the places you might think of going to first for

contracted or private sector studies.

I would like to make a few observations about the agencies, fo-

cusing on the ones I know best, CRS and OTA, and then spend a
little bit of time just giving you some recommendations of things
I think you might want to do and things you might not want to

do. First, the agencies obviously exist to serve you, but they have
enormous impact on the well-being of the American people by vir-
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tue of their effects on the decisions that you make. And so while
this is in a sense what I call an "inside the rotunda" issue, what
to do with these agencies, on the other hand, every American has
a stake in the decisions you make about these agencies.

It is interesting to me that representatives of almost every demo-
cratic Nation in effect, and a good number of the emerging democ-
racies in eastern and central Europe, pass through CRS and OTA,
and one of their first questions is, how can we get an OTA and a
CRS for our parliament or our legislature. And they look with envy
on what you have, and I am sure would be absolutely amazed that
you thought that you might want to for some reason shut them
down.

Policy mistakes can be expensive. The agency's job is to help you
avoid making mistakes you don't want to maJce. Sometimes Con-
gress makes mistakes it does want to make; the agencies have no
say over that, and it is appropriate they shouldn't.

There are major—Congress needs your own trusted sources of in-

formation. As has been pointed out, there is no shortage of infor-

mation in Washington. Your job is to sort through it all and you
need help sorting through it all, and figuring out what is accurate
and what is not. Every special interest today does a study. You can
get a report done by a distinguished think tank, distinguished con-

sulting firms, private consultants, a university, that will support
the position of the national association of anything under the sun
from any perspective you would like to have it.

Your problem is figuring out who is telling the truth. These stud-

ies rarely lie. They rarely lie, but what they do is exploit the fact

that there are usually major uncertainties about the reality of com-
plex policy debates, and they build their case around extremes of

what is a credible position to hold. And in doing that, they make
it extremely difficult for anyone to sort out where the truth is. One
of the things the agencies do for you is to do their level best to look
at all sides and sort out the truth from the distortion.

It is also important to remember that you asserted your equal
role in policymaking with the executive branch in part by establish-

ing these agencies in the first place. OTA and CBO were set up in

the 1970s when there was a tremendous battle between the Con-
gress and the executive over access to information, and over with-
holding and impounding budgets and the like, and in earlier years
CRS and GAO were set up for the same kind of reason, to help the
Congress cope with the President who maybe wasn't so cooperative
as this President or the previous one might have been with the
Congress, and who knows what the next one might be like.

Issues involving technology and economics are particularly dif-

ficult, and I have already heard that here this morning when the
work of the information agencies was compared to building a ship
or buying a horse. The difference between building a ship and buy-
ing a horse and producing a report is profound. You buy one horse,

it is $1,000, two horses, it is $2,000 and the next horse is another
$3,000, One ship is a billion, the next ship is a billion, the ship
after that is a billion.

If you do a report, the first report is $100,000 and the second one
is two bucks. Wliy is that? Because the second report comes for the
cost of reproduction. It is like a movie. The first copy of a movie
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is $75 million and the second one is $4.95 at the video shop. That
means that any scheme that involves you charging yourselves to

have a report done can't possibly work.
You will always let George do it. You will always say, I would

love to have a report on this subject, but I am not going to spend
10,000 or 2 million or 50 million out of my office budget or my com-
mittee budget on that report, I will wait until the other guy does

it, and the other guy won't do it for the same reason, so you won't

do it at all.

How do you get around that problem?
You set up agencies that do it for you in bulk, that achieve econo-

mies of scale, that do the same report and make it available to all

of you, and you share the cost. Now you could share the cost with
an elaborate system of chits and vouchers and accounting rules and
the Comptroller General should have to tell you how much you
spent, but it turns out, I believe, it would cost you more to run the

system of accounts on how you charge yourselves than you would
save by setting up that system of accounts.

Now, let me make a few specific recommendations. First, I don't

think it makes a bit of sense to eliminate OTA. OTA is a national

treasure. Eliminating it in view of what it saves you I think would
make very little sense. It is a unique source of authoritative, unbi-

ased, broadly-based and widely evaluated analysis of new develop-

ments in technology.
Now, technology used to be the province of nobody in the Con-

gress. It wasn't until 1965 or so that you set up your first commit-
tee concerned with technology. It used to be an arcane subject. It

now pervades everything you do. Last year, 25 or 30 committees of

the Congress asked OTA for help on technical issues that affect

things in the area of the Judiciary Committee, Indian Affairs, Com-
merce, the late Merchant Marine and Fisheries, and so on, all had
questions for OTA.

I don't believe that the capability of OTA exists in the executive

branch. It could be there, but it is not. It can't be found in aca-

demia, and I have been in some places that tried to do it, and it

is not in the think tanks. Why is that? Because writing reports for

Congress is a special skill. And those places don't have the skill.

When OTA was set up in 1974, the initial scheme was, staff of

10, to let contracts to think tanks to do studies, and that is what
they did. And they generated more trash that way. What essen-

tially happened as a result of that experiment was that OTA had
to hire staff, I was one of the people brought in, to try to save

something out of what the think tanks produced that simply did

not meet what Congress needed. Perhaps they can learn, I don't

think it would be a cheap process.

I think it would also be difficult—my testimony says don't com-
bine OTA and CRS. You could combine OTA and CRS. That could

be done. I am not sure that you could save much except the $2 mil-

lion that they pay to a recalcitrant landlord down the street. But
OTA and CRS work very, very differently, very differently. OTA
was established in part because CRS couldn't find the time to do
the long, complicated studies that you needed to be done.

I would like to recommend that your subcommittees change one
of your policies. You have told CRS over the years not to run a pub-
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lications program, and the result of that has been to deprive the
American people of direct access to one of the really wonderful sets

of information and analysis on public policy. There were a lot of
reasons for doing that in the past, but with the advent of the
Internet and the Thomas system, and when the Senate presumably
does its analogy to the Thomas system or gets on Thomas, you will

have a way to make CRS reports available at zero marginal cost

to everyone in the country, and it just strikes me that that is some-
thing you ought to try to do.

I have made a number of other specific recommendations which
are more technical and efficiency oriented, and in the interest of
time I think I will hold those for discussion. Thank you very much
for the opportunity to talk to you.
[The information follows:]
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Chairmen and Members of the Subcommittees:

My name is Christopher Hill. I am a professor of public policy and technology at George

Mason University in Fairfax, Virginia. After earning a doctorate in chemical engineering from

the University of Wisconsin, I have devoted most of my professional life to participating in and

studying the processes of public policy formulation in the United States. My work has

emphasized federal support for the nation's scientific and technical enterprise and the effective

use of scientific and technical information and understanding in public policy making. I served

from 1983 to 1990 as a Senior Specialist in Science and Technology Policy at the Congressional

Research Service. I also served in 1977 and 1978 as a senior professional staff member at the

Office of Technology Assessment, while on leave from a faculty position at Washington

University in St. Louis

In my testimony, 1 will make a few observations about the role and nature of the

congressional support agencies, with particular emphasis on CRS and OTA. I will then

comment on proposals to change them.

OBSERVATIONS

1. CRS, OTA, CBO and GAO Mrve you.

The congressional suppon agencies exist to serve you, the Members, committees, and

staffs of Congress, as you conduct the people's business. The work of the agencies has great

value to the nation, directly as they help you do your jobs better and indirectly as their work

helps inform all of us.
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The organized public constituencies for CRS, OTA, CBO or GAO are quite small

Whether these agencies exist and how large their budgets are is mostly an "inside the Belt>vay"

concern, indeed, it may even be largely an "inside the Rotunda" matter. Outside Congress,

interest in them and their work is largely confined to those of us actively involved in the policy

making process On the other hand, the information and understanding that they make available

directly to you, and indirectly to the general public and to everyone involved in the policymaking

process, has incalculably large impact on the well-being and future of every American.

When I was at CRS, I was always impressed at the constant stream of visitors from other

democratic countries and from newly emerging democracies in eastern and central Europe.

They always wanted to learn more about how OTA and CRS worked so they could create similar

organizations to serve their legislative bodies.

2. Policy errors can be very expensive—informatioo is a bargain by comparison.

Every day Congress makes decisions that affect millions of people and billions of

dollars-not just billions of taxpayers' money but billions more in the private economy. The

stakes in human and financial terms can be very high! Adopting a policy that is unnecessarily

expensive or that is based on a faulty understanding of the underlying problem can cost tens of

billions more than a better policy, independent of political or ideological differences of opinion.

Failing to act can have extraordinary costs as well. Spending a few thousands or even a few

hundreds of thousands of dollars to develop the best possible analysis of the outcomes of a set of

alternative policies is surely a bargain when so many lives and so many dollars are in the

balance.
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3 Congress needs its own trusted sources of information to help cope with the deluge

of inputs from the media, the administration, and special interests.

There is no shortage of "information" on Capitol Hill. Everyone wants to help you do

your jobs by supplying you with facts, information and analyses. Special interest groups today

commission sophisticated studies that support their positions, almost as the price of admission to

the policy debate. The Executive Branch sends up mountains of facts. TV, radio, newspapers,

books, magazines, and, now, the Internet, continue to be among the most important sources of

information for Congress.

You have the difficult task of setting broad national policy in a myriad areas. You make

the tough tradeoffs among competing national goals that those of us in academia insist cannot be

made in any analytical way You have to know a little bit-the essential little bits-about a great

number of issues, and unless you stay here a long time or have a profound interest in some

policy matter, you will always be dependent on other people for most of the information you use

to make decisions.

Congress asserts its equal role in policymaking with the Executive Branch in part

through arming itself with the very best information it can get Establishing and strengthening

the analytical support agencies helped to transform Congress in the early 1970s from a passive

recipient of external information into an active participant in determining how issues that come

before it are framed and defined.

The American Constitution and our political traditions incorporate-indeed, celebrate-an

institutional distrust between the Congress and the Executive Branch. The support agencies

exist in part to help Congress maintain its co-equal status with the President in governing the
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nation, not for partisan but for institutional reasons. For example, the debates over the

establishment ofOTA began in the mid- 1 960s when Congress was contending with a Democrat,

Lyndon Johnson, and OTA was put m place while Congress was contending with a Republican,

Richard Nixon. Likewise, CBO was created and the policy analytic roles of both CRS and GAO

were enhanced dunng the Nixon administration.

Much has been made in recent years of the need to reduce the influence of special

interests in governance. Without taking a position on this point, it is important to recognize that

lobbyists for special interests rarely lie to Congress-those who do will quickly be recognized

and shunned by everyone, including their employers. What they do is more difficult to discem-

they learn to exploit the uncertainties that pervade every important area of public policy. They

often build their cases around data at the extremes of the evidence. The support agencies, and

especially OTA, pay exquisite attention to describing the range of plausible facts underlying

most of their studies, i.e., to uncovering and explaining the important areas of uncertainty. This

kind of analysis is nearly impossible to obtain from any other source

Each of the thousands of special interests that offer you information has a point of view

and an interest to advance. How can you possibly "sift and winnow" facts from distortions,

reality from fantasy? Some Members throw up their hands and vote their intuitions, their

prejudices, and their constituencies-some e%en vote with their leaders. Staff are essential in

sorting out fact from fiction and in balancing competing views, but often they have neither the

time nor the resources to parse out the subtle and not so subtle issues involved.

The advantage of maintaining a staffof analytical and information resources who know

and respect the needs and dynamics of the legislative branch can not be overestimated. CRS,
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OTA, CBO and GAO are each specialized in giving you the right kind of information at the right

points in the legislative process. Importantly, they work hard to maintain the objectivity of their

staffs and the products they provide. Repeated use of these agencies, and the scrutiny to which

their efforts are subjected in the policy making process, help Members and staffs develop a

finely tuned sense of the nature and limits of the trust they can place in them

4. Issues involving technology and/or economics are especially difficult to resolve on

the basis of the judicious, but unaided common sense of public-spirited elected officials.

Congress wouldn't need special help with technology and economics if these were arcane

topics that didn't matter much. However, they matter to almost every issue that comes before the

Congress today, and they demand the best understanding available as the basis for responsible

policy making.

It is no accident that over the years Congress has established a vanety of special

organizations to help it cope v^rith both technological and economic matters. These include CRS,

OTA, CBO and GAO, as well as the Joint Economic Committee, the Joint Committee on

Taxation, and others.

Economics is notorious for being counter-intuitive at all levels; it demands special

understanding to get it "right," and even then it is often gotten "wrong."

Technology and its impacts are difficult to understand in depth because doing so requires

a program of years of study in fields-like math, physics, chemistry, materials engineering, or

control theory—in which knowledge is cumulative and in which there are few short cuts to

understanding. Almost all science and technology policy issues arise in areas in which the state



1118

7

of the technology is itself in some dispute and where it is devilishly difficult to achieve

consensus on the likely fijture even among the experts.

To illustrate, the White House today is promoting the proton exchange membrane based

ftiel cell as a high pnority candidate power source for the next generation of American vehicles

How many Members or staff would have the slightest idea about whether spending major public

funds on this technology would be a good bet for the nation? If this example is too close to

industrial policy for your taste, how many Members had any idea of whether it was important to

confirm the existence of the Higgs boson when they voted for or against terminating the

superconducting super collider (SSC) project last year? Or, in the economic realm, how many

Members have sufficient understanding of modem financial derivatives to make sophisticated

decisions about the possible need for new regulations to cover this market?

5. There are major economies of scale for Congress in sustaining shared information

and analytical resources.

It usually makes little economic sense for each Member ofCongress to expend public

resources finding out "what the truth is" or "what is going on" regarding a wide range of public

policy problems. Too many Hill staff already spend too much time finding out what someone

else on the Hill already knows. In my years up here 1 can't tell you how many times I answered

essentially the same question from different Member offices. The support agencies-especially

CRS~constantly attempt to achieve economies of scale in responding to Member inquiries.

Sometimes the demands of confidentially make it difficult to use the same materials in replying

to the same question from different sources, but the majority ofCRS "products" are used many
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times over and the cost of all uses after the first is usually trivial compared with the cost ofthe

first response. (As noted below, this aspect of the CRS operation is the Achilles heel of the

notion of direct charges to Members and committees for using CRS resources.)

6. You can cut more deeply into the support agencies, but I wouldn't

The political imperative to cut the budgets of Congress's own support agencies is nearly

overwhelming. However, these units are not luxuries or perks of oflfice, nor are they

manifestations of an imperial Congress run amok. In the best tradition of American governance,

by providing information and understanding to the Congress, they help keep Congress from

making mistakes it would not want to make (There is nothing they can or should do to help

Congress not make mistakes it wants to make, but that is another story.)

ACTIONS TO TAKE-ACTIONS TO AVOID

The support agencies are not perfect. Each has already made many changes over the past

decade under the pressures of increased demands from Congress in the face of growing fiscal

constraints. Modem computerized information technology has helped them control their

operating costs and has facilitated your access to their products. OTA has been sharply

reorganized-"re-engineered" if you like, with a major reduction in the number of supervisory

and supporting personnel. CRS has also re-engineered many of its work processes and has

changed its product slate and some of its operating rules to enable it to serve you more

effectively.
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The agencies could do more to improve their service to Congress and the American

people. Conversely, some changes that have been suggested would not be prudent. ' I would now

like to comment on some of these matters.

Here are some actions that could change things for the better:

1. Publish CRS reports.

Congress routinely prohibits CRS from publishing its reports, issue briefs, and other

products that are generally distributed on the Hill without specific approval from Congress. The

result is that the public is denied direct access to this important storehouse of national wisdom.

To get a copy of a CRS report, an ordinary citizen has to request it through his or her Member of

Congress. This might have made sense on practical grounds in the past, and, of course, each

report so supplied serves to aggrandize the Member a bit But, I am persuaded that this posture

is no longer tenable today. With electronic publication, ordering, and dissemination possible at

nearly zero marginal cost, and in light of the Speaker's new commitment to the JeflFersonian-like

ideal of public access to congressional information via the Internet, the time has come to put

CRS's open reports, issue briefs, and the like on line for all Amencans to read and use. The

work that CRS does that is confidential for Members or that supports committees in prepanng

for heanngs and the like, which it does not now share even among Members or committees,

should remain out of the public eye.
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2. Tighten up OTA reports.

OTA was created in a great wave of enthusiasm for comprehensivist views of policy

making. Apparently, OTA never saw an aspect of an issue that it couldn't productively study and

incorporate in one of its reports. This makes the typical OTA report long, expensive, and

sometimes late. In a year when "something's got to give," 1 would urge you to urge OTA to

tighten things up, perhaps by addressing complex issues in series of shorter reports or by

disciplining staff to work within tighter time, budget or even page length constraints

3. Encourage CRS to hire more and more senior staff from outside its own ranks

Compared with past decades, budget constraints and affirmative action expectations have

caused CRS to focus nearly all of its (limited) professional hires on analysts who are fresh out of

graduate schools at the masters level, and to make nearly all of its promotions into the senior

analytical ranks from inside. It has been fortunate in being able to attract a coterie of bright

young people this way and in substantially broadening the participation in its work of minority

and woman professionals. In areas of public policy in which the relevant expertise is about

governance itself, such as CRS's Government Division, these practices pose little problem. But

in other areas, like science, technology, the environment, and health care, education at advanced

levels and substantive experience in jobs outside government is essential to advising Congress

adequately Therefore you need to help CRS find the resources and the will to fill some of its

openings with expenenced, highly trained and senior people. That it do so with continued

vigilance over the diversity of its work force goes without saying, but without the money to

compete for the best, CRS will be unable to hire seasoned professionals of any background.
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4. Preserve the flux of outsiders through OTA.

OTA represents perhaps the epitome of the argument made above for the need for

experienced and highly trained staff in the support agencies. Science and technology change so

rapidly that a new hire who is familiar with the state of the art of, say, space engineering or

organ transplants, will almost inevitably grow out of touch woth the real frontiers after a dozen

years in the service of Congress. OTA must not be deprived of its long standing practice of

filling out the staff ranks with short timers from academia, industry, executive branch agencies

and elsewhere. If they have to face major budget cuts, there would be a tendency to cut here

first, and that would not be in the best interest of Congress. Similarly, OTA must continue to

seek the uncompensated advice and opinions it receives annually from thousands of volunteer

experts, many of whom represent the interests most affected by a technology, through its project

advisory panels and external report reviewers Fach of these mechanisms helps ensure that OTA

has considered all sides of issues it is studying and that its products be as credible to all points of

view as is humanly feasible.

Here are some things not to do:

1 . If cuts Blast be made, don't protect staff at all costs.

CRS spends nearly 90 percent of its budget on staff, and the other agencies are not far

behind. Increasingly, the support agencies depend on information technology to help them meet

your needs They also need funds to support the continued professional development of their

staffs, to travel when essential, and to hire outside expertise when none is available in-house. In
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the face of cuts, bureaucracies, especially politically sensitive ones, nearly always cut everything

else to save staff. This makes sense if the budget stringency is temporary or in response to

emergency However, if the cuts are to be permanent, the agencies are going to need to cut some

muscle in order to save the fat that enables them to function.

2. Don't cut the OTA contracts budget further.

The original notion ofOTA when it was established two decades ago was that it was to

have a very small staff who would act essentially as contract managers to oversee the work of

outside experts, think tanks, and consultants That soon proved unworkable in practice. (A good

part of my time at OTA during this early phase was devoted to helping a project recover from

having spent substantial sums on projects with "blue chip" contractors that did not meet

Congress' needs ) So, the analytic staff grew to take over major responsibilities for most of the

work ofOTA Nevertheless, to ensure that OTA continues to be able to draw on the best minds

and the best understanding in the diverse areas of technology in which it works, wherever they

are, it needs to have funds to retain consultants, hire contractors, and pay the expenses of the

legions of experts who otherwise assist it in its work pro hono Also, it is part of the genius of

the OTA process that its use of widely divergent panels of experts as advisors to its projects

ensures that its reports are nearly always widely acceptable to people on all sides of contentious

issues Their results may not always be politically palatable, but their work is almost never

successfully challenged on the grounds that it is incorrect, biased, or uninformed.



1124

13

3. Don't eliminate OTA.

This recommendation should not need any discussion at all. OTA is perhaps the nation's

greatest public policy bargain in terms of value contributed to national well-being per dollar

spent-eliminating it would be the height of fiscal folly. OTA is a unique national source of

authoritative, unbiased, broadly-based and widely-validated analysis and evaluation ofnew

developments in technology and of their implications for society and public policy. Its work is

heralded around the world for its quality. This capability does not exist in the Executive Branch,

nor is it in academia, any of our distinguished independent think tanks, or the private sector.

4. Don't combine OTA and CRS.

These two agencies do vety different things, with different resources, on different time

scales, with different expectations of confidentiality, and so on. OTA was created in part to do

things that the demands from Congress on CRS's staff could never let it do-some senior CRS

staff encouraged the establishment ofOTA originally. If the OTA functions are worth

performing and paying for, they should not be weakened by joining them to an organization

whose mission is so different CRS does not have the kind or number of staff needed to do any

significant part of what OTA now does. And, any savings from combination would be trivial,

limited largely to office space and some administrative functions.

5. Don't adopt a voucher system to ration Member access to CRS

CRS's services look "free" to Members, committees and staff As a former insider, one

of the most impressive facts about CRS was that it is able to manage and prioritize the diverse
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demands on resources in a highly decentralized manner while satisfying most of its clients,

largely by constantly instilling in the staff a shared sense of purpose-serving Congress.

Some have suggested that the demands on CRS could be substantially attenuated and that

the agency could thus be downsized if requesters were made aware of the costs of meeting their

requests, and especially if they had to pay for those costs from a fixed annual budget, as they do

for office stafFand supplies. CRS products and services could be priced in dollars, and

Members and committees could be allocated a certain budget each year to pay for them.

Alternatively, to avoid adding to Member office budgets, a voucher system has been suggested

in which some sort of "pseudo money" could be substituted for the real thing. Members and

committees would be given some number of vouchers, or "chits," to spend each year.

Since CRS often serves many members with the same or similar products, these notions

of direct charges for CRS products and services would not make sense in practice. Textbook

notions of marketplace relationships of^en don't work well for information products, as

evidenced by the need for a system of copyright to protect author's interests, by the fact that

radio and TV broadcasting must be paid for by advertisers or public subsidy, and by the fact that

the Internet offers users services at essentially no direct cost. Further, CRS serves a political

clientele in the Congress that would inevitably turn any sort of internal market for CRS products

and services into yet another aspect of its overall negotiation process. If the CRS budget must

be cut further, by far the better approach would be to give CRS management maximum

discretion in reallocating its resources to work within whatever budget limits you establish.

It has been an honor to address these matters. I would be pleased to take your questions.
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Mr. Packard. Thank you very much.
Mr. Mason, who is with the Heritage Foundation.
Mr. Mason. Thank you, Mr. Chairman. I would Uke to commend

you first of all for getting this process started early. I think it is

very important for some of the reasons that you mentioned in your
opening statements. And I think you are all aware that the Amer-
ican people want the budget of the Federal Government cut; and
they want it to start here in Congress, or at least for Congress to

take its share of the cuts.

And I think that is important, because as you go through the
process, and it is going to get more difficult with the balanced
budget amendment, of eliminating agencies and downsizing, if in

your own bill you have already done that, and the legislative ap-

propriation perhaps has come down faster and further than just

about any of the other 12 other bills, you will be in a far better

position to say to other agencies or constituencies, we have done it

here. Particularly with examples like OTA.
I recommended abolishing OTA. I don't do it with any particular

relish. In fact, the way OTA does its business and the kind of em-
ployees they have I think could be a model you could use in other

agencies. However, I think you can get along without OTA. Not
that they don't do good work and useful work, but you can live

without it.

And as you go about the task of balancing the Federal budget,
there are going to be a lot of functions in the government that are

good and useful and nice to have, but that you may not be able to

afford. And, frankly, that is the kind of test you are facing with
OTA.
When you start asking yourself on a kind of zero basis that the

Chairman suggested, if we didn't have OTA, would we be talking

about creating it today, I think the answer would clearly be no.

I mean you would have to have CRS or something like CRS to

do general research. I think you would have to have something like

the GAO, although I think you could do it with a smaller agency.

You wouldn't do GPO. You wouldn't do the Architect the way you
do it today, having your own special furniture shop, for instance,

and so on. So I think it is a very good test and that fundamental
test, not again that the OTA does a bad job, but do you really need
it.

In the area of GAO, which is of course your biggest agency and
consequently one you are going to have to look at seriously, I think
you can afford some additional big cuts, and I do acknowledge, as
Mr. Fazio pointed out, that they are already on a path of about a
25 percent reduction. I think you can take a substantially bigger

cut out of that agency and still manage to do the critical parts of

its job.

It has been mentioned that 80 percent of their work is on re-

quest. And the agency really gives you a couple of reasons for why
they can't cut further faster. In one sense, rhe Comptroller and the
management there has been pretty cooperative about the process
of working with this committee and saying, okay, we have got to

be smaller, how do we do it in a rational way? And they are to be
commended for that.



1127

One of the reasons is their tenure system. Their employees are
under civil service protection, and they are extremely long-tenured
emplojrment over there, which is unusual in Congress, unusual
among the other support agencies, and that is something I think
you ought to look at. I know the agency has a proposal for some
additional early-out authority, which could affect as many as about
400 employees, that is 10 percent of their total employment.

If you went through a process where you worked with the rel-

evant committees, got that early out authority and then said, in ad-
dition to the early out authority, we are going to take another 10
percent out next year, say fiscal year 1997, and we are also going
to change the bumping requirements so that doesn't cause massive
dislocation in the agency, then you would be far more sure to get
the people in the early outs you would want to get, you would be
able to get a major reduction, do it in a rational way, take the easy
ones the first year, that is the early outs, people eligible for early
retirement and then you would have a year to work with Comptrol-
ler General Bowsher or his successor for how you implement the
rest. So you could get 20 or even 25 percent in two years, I think,
in a rational way.

I would also urge you as you are looking at this, and again, it

is important to acknowledge, as Chairman Packard outlined, that
a lot of this requires structural change. You need to look at the ap-
pointment authority.

I am not convinced that a 15-year term of a Presidential appoint-
ment is the right way to run that agency, because the mission has
changed quite a bit from the day when it had the responsibility for

auditing all government responsibilities. It also has been pointed
out, not only do you have the inspectors general, but as of three
years ago, you had the Chief Financial Officers Act, which insti-

tutes a lot of financial controls and audits within the executive
agencies, and the GAO points out rightly that they are going to

have some additional responsibilities under that act.

But to say that we are going to institutionalize financial controls

in the executive branch and because of that, GAO can't be cut, you
are going to have to go back and say, well, was the CFO Act writ-

ten wrong or do we get more accountants just to get more account-
ants? I don't think that is the case. I think that represents an op-

portunity to cut the agency.
In the Government Printing Office, I won't try to go into a lot

of details, except to observe that I think the plans that have been
put forward to privatize it, transfer the functions, make a lot of
sense. In the material that the committee sent us in preparation
for the hearing, there is a little note on CBO expenses, where their

expenses for printing went down 25 percent because of a contract-

ing-out program, if I am reading the figures correctly. And so I

think there is substantial savings that can be achieved there.

And I really don't think there is anj^hing particularly unique
about what GPO does. If you need rush printing jobs, you can get
them. There are a lot of things about technology now that could
change the way—for instance, even you could get overnight things
if you are worried about bills or whatever. My own organization,
for instance, prints all of our own reports internally. We do it with
photocopying technology.
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And if we want several hundred thousand copies of a report over-

night, we can get those very quickly. So even if you are talking

about documents, committee reports that you have to have for

Floor action the next day, the process of doing that is a lot different

today, I think the way you need to do that is turn GPO over to a
contracting agency and let a new manager decide how much you
want to keep in-house and how much you want to contract out. It

is just not a decision that the existing agency can make in a kind
of dispassionate way.

I wouldn't recommend looking for a lot of cuts at CBO, though
I would suggest that you think again about how that agency is or-

ganized. You have gotten into a position where you kind of have
a budget czar. There was this high drama when the CBO Director

was going to come and make a pronouncement on the Clinton

health care plan.

Frankly, I was pleased at what he said. I thought the thing was
too costly, and I and my organization opposed it. But to have some-
one who is essentially a staffer with kind of life or death power
over legislation, I don't think is appropriate. And so you may want
to look at putting that agency back in a role more like the Joint

Tax Committee which I know itself is a target for possible elimi-

nation. But where the staff work is being done through the commit-
tees, in this case through the budget committees, and those are the
people who are responsible for it ultimately and not having some-
one sitting out there on their own. That also might eliminate some
of the problems that are going on right now about the appointment
of a new director.

I will stop there. There are a lot more details on some of these
recommendations in my written testimony. I very much appreciate

the opportunity to share these with the committee.
[The information follows:]
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Chairman Packard, Chairman Mack, members of the subcommittees and the new

leadership of the 104th Congress are to be commended for recognizing the need for

Congress to reduce its own expenses, both in order to lead by example for the remainder

of the federal government and for the good ofthe Congress itself in promoting greater

efficiency and better management of legislative operations. Holding this joint hearing at

this early date provides an outstanding start to this year's legislative appropriations cycle,

and I appreciate the opportunity to be a part of that process by testifying today.

A poll from the Americans Talk Issues Foundation issued in January of last year

indicated that some three quarters of the public agreed with the sentiment that we need to

cut the federal budget, and to show Members of Congress that we are serious we should

start by cutting their pay. This was the most popular of a dozen or so reforms polled,

even exceeding term limits in popularity. While recent polls show that the public opinion

is up, I believe that upturn is because, and to the degree, that the new majority in Congress

largely agrees with the public sentiment to cut spending, and perhaps even with the

proposition that it needs to start in Congress.

I believe that substantial cuts in Congressional operations are possible, and that

two agencies, the Office of Technology Assessment and the Government Printing Office

can be abolished, with some transfer of residual functions. I would further recommend an

additional 20% cut in General Accounting Office employment and greatly expanded use of

contracting and temporary employees in its audits, and I would suggest transfer and

contracting out of most of the service fiinctions of the Architect of the Capitol, sharply

reducing employment and producing substantial savings. I would not recommend seeking

substantial savings from the Congressional Budget Office or from the Library of Congress

and Congressional Research Service, though I would recommend some management

changes in those agencies. In one sense these are breathtaking cuts, but these are

breathtaking times. Further, not only will these cuts not wreak havoc on Congressional

operations, the may actually streamline and improve the Congress.

At the same time, it is important to acknowledge that Congress has lived with

relatively flat budgets, with real declines in some areas, for several years, and that in some

areas we are now talking about cuts in addition to reductions which have already been

made or are planned. It is also crucial to note that the House and Senate both have already

cut their own committee budgets substantially in this session of Congress. Ifyou are

going to make further cuts, and I agree that you should, then you must look at the support

agencies, for those agencies account for the bulk of the spending in the legislative

appropriation. While this hearing itself is proof that I do not need to convince you that

Congress must reduce its budget, reviewing the reasons for doing so can provide useful

guidance in determining where and how to cut. Cuts in Congressional spending are useful

and desirable for the budget savings they bring, for the example they provide, and even for

the improvement of the operations of Congress itself
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While the legislative appropriation represents far less than one percent of the total

federal budget, the total elimination of which would be but a decimal point in aggregate

figures, the very enormity of the challenge of balancing the federal budget demands that no

area be overiooked and that no potential savings be bypassed.

What small contribution toward reducing the deficit Congress makes by reducing

its own spending will be magnified many times by its value as an example to other federal

agencies and to recipients of federal fiinds, whether individuals, institutions or state and

local governments. What better response to the special pleading that inevitably will be

made against budget cuts than that Congress has cut none of the other twelve

appropriations bills more deeply than it has cut its own. What better practice in

determining how best to make cuts in other areas of federal spending than implementing

them yourselves, and experiencing the consequences, good as well as bad?

You can see, fi-om the experience of cuts your subcommittees have already made,

that personnel reductions can force an agency to become more efficient, to adopt better

management practices, and to review its operations with a seriousness that would never be

present in government without the requirement to cut spending. In preparing for this

hearing, for instance, I discussed with the heads of the General Accounting Office and of

the Office of Technology Assessment the budget cuts which are already being made in

those agencies. Both acknowledged that theirs were better agencies for having been

through the reduction exercise, in spite of the difficulty and even pain of making the

spending cuts. It is also important in applying these lessons to cutting the executive

branch to note that flexibility in personnel practices and organizational structure were

essential to the satisfactory outcomes of the reduction exercises.

In a related vein, when the House cut its fi-anking budget a few years ago, it

invested in new equipment which allows House Members to sort mail better, taking

advantage of postal discounts. This is a step which should have been taken even if the

franking budget had not been cut, but without the pressure of cuts there was no incentive

for Members' office or support staff to do so.

Guidelines for Cuts

In considering cuts in support agencies and Congressional expenses your

subcommittees should consider whether an agency or function is genuinely necessary; if it

is necessary, whether it is best carried out by the legislative branch directly or should be

contracted out or delegated to the executive branch; and if the funaion is essential and

must be carried on internally, whether efficiencies can be achieved in the operation. For

each of the support agencies a varying mix of these guidelines apply. The budget

reductions already in progress in the Office of Technology Assessment and the General

Accounting Office fall into the efficiency area. By forcing cuts of roughly 25% in both

agencies. Congress forced these agencies to make personnel and structural changes (and in

the case ofGAO, technology investments) which needed to be made, but which would not

have been undertaken without the cuts. In neither case however, did these fairiy

significant cuts imply scrutiny of the agency's rationale for existence or its fundamental
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methods of doing business. In this sense, a 25% cut, phased in over a reasonable period,

turns out not only to be readily achievable, but in many ways preferable to a flat budget.

While I believe some additional efficiencies and shedding of lower priority tasks could be

achieved by an additional cycle of cuts in these two agencies, I believe Congress should

also look beyond into the purpose and basic operations ofthese organizations as well.

I would note before moving into specific recommendations, that several ofmy

suggestions will require statutory changes or cooperation with authorizing committees.

You may be able to incorporate such changes into your bill, or to force action by certain

cuts, but I think it is important to acknowledge that significant cuts in the congressional

budget will require policy judgments and structural changes, and that those should be

faced up to rather than avoided at this point in the process.

General Accounting Ofllce

The General Accounting Office is the largest ofthe support agencies and, as I

mentioned, is already in the process of implementing a 25% personnel cut, which the

managers believe can be achieved without major reductions in the scope of the Office's

work. I would suggest that you could speed up the current personnel reduction schedule

and impose an additional 10-20% cut, again without a fundamental alteration of the

agency. In addition, you should begin an inquiry into whether more significant changes in

GAO personnel practices, including possible contracting, or reductions in areas ofwork

can be achieved.

The GAO's principal argument against deeper and more rapid personnel cuts is

that such cuts would cause RIFs, leading to bumping among employees ofvarious

sections of the agency. This could be disruptive since many employees have highly

developed areas of expertise, making auditing skills between, for example, aircraft engines

and education program not readily transferable. The simple solution, of course, is to

change bumping rules for GAO (restricting them to within individual sections), or

preferably to remove civil service protection altogether, so that employees can be

discharged due to agency restructuring. The GAO is already considering a request for

additional early out authority which could result in the reduction of an additional 400

personnel, about 10% of the work force, which would be clustered in the more highly paid

ranks. I would urge this subcommittee to work with the Government Reform and

Governmental Affairs Committees to secure this authority and to make a corresponding

budget cut. If the early out were followed by a mandated additional reduction of 10%,

along with permanent or temporary changes in the bumping rules, employees would be

even more likely to take the buy-outs.

While placing the GAO on a path toward these additional personnel reductions,

you should take a further look at how the GAO does its work. The GAO workforce is

characterized by long tenure, and while experience brings advantages to the auditing task,

we should question whether having the entire auditing corps in civil service positions with

the expectation of permanent employment represents the best mix of experience and

economy. The OTA, by contrast, has a core professional staff at the top and middle
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levels, supplemented by non-tenured junior professionals hired for one or two projects

(one to four years). The GAO can be expected to argue in favor of the status quo in

regard to its employment prartices, but this committee should insist on serious

consideration of this or other alternatives to a 100% tenured civil service system.

One obvious alternative is additional use of contracting to supplement a core GAO
workforce, including contract for entire audits and studies. Contracting would make costs

for specific studies more evident, avoid the overhead ofpermanent employees, and

provide the opportunity to retain highly expert auditors only when needed. The GAO
contracts in some cases already, but the ofBce should consider a system of internal

competition in which contracting represents perhaps 20% ofwork years, so that

contracting an entire audit or bringing in some temporary help is considered seriously for

every major study. This kind of internal competition would allow cost savings, but it

would also allow GAO management to better judge the job its own auditors are doing,

and for Congress to assess the agency's claims of unique skills and value.

The best way to force a serious trial of contracting and non-tenured employment

would be to mandate cuts in the permanent workforce, perhaps at the 20% level I have

suggested, while allowing GAO to retain some portion of those funds for contracting or

non-permanent employees. GAO's response to such a proposal might also provide a good

test of whether pleas to be protected from additional personnel reductions represent a

genuine commitment to the oflBce's mission, which might be well served by at least some

variance in the employment mix, or simple protection incumbent employees. I would hope

that an aggressively managed agency would be coming to you with such suggestions,

rather than waiting for changes to be imposed.

Though the matter is not within this committee's jurisdiction, you should give

some thought to the appointment and tenure of the Comptroller General. General

Bowsher's term is up next year, and while he and his predecessors will defend the value of

their extraordinary 15-year appointment, I think this needs to be questioned seriously. If

GAO is a Congressional agency, why is the head appointed by the President, and is there

really a reason to make the Comptroller General essentially unremovable? In a period

when Congress and government is changing, you may need a manager who is independent,

but more responsive than current arrangements require. Mr. Bowsher argues that the

Executive Level appointment brings a necessary bureaucratic status to the agency, which

may be true to some degree, but I do not believe that the Congressional Budget OflBce, by

contrast, has suffered from a lack of cooperation from executive branch agencies because

its director is not a presidential appointee. It may be that the position of Comptroller

General is so unusual as to demand this unique status, but I am more prone to believe that

the appointment is a relic of the early 20th century cult of bureaucratization, and needs to

be reconsidered in an era of re-engineering in the private sector and term limits in the

public.

Throughout this process you should continue to ask: how good is the GAO's
work? While I am not an auditor, I believe questions in this area remain. The problem of
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requester bias has been raised in, and I know from my own early days as a Senate staffer in

the late 70s, that this characteristic was believed to exist back that far. At a minimum, the

GAO needs to do a better job than it has in convincing you, its client and manager that it is

tally independent and effective. In the last few months I myself have anecdotal but

disquieting accounts that the GAO is not completely prepared to act as the faithful

executor of Congress's wishes. This includes reported statements that the agency will

simply fight off cuts in the appropriations process, and at least some evidence of a failure

to follow up aggressively on potential budget cuts in the health area. While I would not

press these examples too far, I would suggest that the agency's independence and

employee tenure make it less responsive than it might otherwise be. As I have suggested,

a significant contract program may be the best test. After a number of contracted studies

Congress, outside observers, and even GAO managers will be in a better position to judge

whether outside auditors can review government programs as quickly, expertly and cost

effectively as GAO. Without a serious test of this sort, we will never really know.

I do want to acknowledge that the GAO has made some advances in its

employment practices, which may provide a critical example when other appropriations

subcommittees cut executive branch employment. Some years ago the GAO eliminated

the GS pay system in favor of broader bands with annual pay for performance evaluations.

As a result, employees no longer received periodic increases in response to marginally

acceptable performance. After several years of this system, when the GAO offered an

early out incentive, the lowest rated employees were the first to leave, a direct contrast to

the pattern experienced in other agencies when more highly-rated employees have tended

to leave during downsizings. This is clearly a model which might well be applied to other

agencies, time allowdng.

A final note on GAO's workload: the agency presents the demand for it to find

budget reductions and the responsibilities under the Chief Financial OflBcer legislation as

arguments against further reductions. The CFO legislation, however, should represent an

opportunity to reduce GAO's workload as major departments internalize good financial

management practices, allowing GAO to assume an oversight role. To argue otherwise is

to claim that auditors, as is alleged of lawyers, simply make more work for one another. I

also believe that there are among GAO studies some that do not need to be done. While

the blame for inessential reviews often lies with requesting Members, reducing GAO
resources may be the best way to force the Congress itself to focus on the highest priority

reviews. An internal accounting system to assign and report costs by study, which has

been discussed for those support agencies which provide reports on request, would also be

helpful in this regard.

Government Printing Office

I understand that your afternoon panel will focus in particular on the Government

Printing OfRce, so I will not attempt to provide detailed comments on its functions, other

than to observe that continuing reports of inefficiencies are disturbing. In some respects,

however, the case is quite simple, and regardless of the state ofmanagement or
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employment practices at the agency, I would urge you to abolish the GPO and transfer its

residual functions to other congressional or executive agencies.

The existence ofthe GPO as a legislative branch agency is an historical anomaly

the purpose for which has long passed. At one time, corruption in the printing industry

was so widespread that Congress felt compelled to internalize printing activities in the

government and exercise control directly. Today this system encourages the inefficiency it

was once designed to combat. Printing is now a highly competitive industry, and the

protections against widespread fraud are clearly sufficient to allow government agencies to

manage their own printing needs.

Technology has also made many centralized printing flmctions obsolete. Until

recently, and perhaps still today, executive branch agencies faced the absurd requirement

to clear individual purchases of high speed photocopiers with the Joint Committee on

Printing. Such a requirement appears to have far more to do with protecting a franchise

than with sound budget review. As the distinction between printing press and copier is

eroded, electronics also makes far fewer paper copies of any given document necessary.

Again, the need for any centralized printing function, much less one managed by the

legislative branch for the executive is completely undermined.

Cleariy this is a function that Congress need not perform, and which may not need

to be done at all. I would recommend that you transfer the depository library and

electronic dissemination functions of the GPO to the Library of Congress, and replace the

printing fijnctions with a contract management office, whose only responsibility would be

the timely and cost effective procurement of printing services for Congress. What

Congressionally-operated printing functions would be retained, if any, should be

determined by these contract managers who are completely independent of the operating

printing function. Executive agencies should be free to make their own printing

arrangements free from direct congressional supervision.

OfTice of Technology Assessment

The question regarding the Office ofTechnology Assessment is also fundamental:

that is whether its job needs to be done at all, and with this agency as well, I would

recommend that this committee consider outright abolition.

Like the GAO, OTA has undergone a recent downsizing, including substantial

structural changes. OTA's work appears to be generally respected in the scientific and

technical community, and as I suggested earlier, I find the OTA's congressional oversight

mechanism, leadership appointment and personnel practices to be potential models for

other support agencies. OTA acknowledges that it can take some additional budget cuts

without further structural changes, though not without some reduced work output. Thus,

I do not mean my questioning about whether OTA is needed to be an indictment of the

abilities or commitment ofOTA employees. In fact, the case is all the more clear because

we are not facing serious structural, management or personnel issues.
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The OTA's arguments for its existence as a congressional agency are speed, an

assurance ofindependence, and ability to provide technical information in a legislatively

useful form. Of these arguments, the independence or disinterestedness claim is not

overwhelming. Professional standards in these fields are suflBcient that a congressional

debunking office or truth ministry is not really necessary.

As for speed, the question is what is Congress in a hurry to do? One possible

implication of having an OTA is that Congress is in a position to choose winning and

losing technologies, a task at which the government, or any central planner, will fail.

Neither do I think the choice of the application of particular technologies to problems in

society is an area of legislative responsibility. I simply do not see the argument that having

to deal with technical issues is a reason for Congress to have a technology office any more

than dealing with health care requires a congressional health care office or welfare reform

requires a congressional social services bureaucracy.

I do not see anything the OTA does that Congress could not live without or could

not get elsewhere. Certainly some OTA studies are of low value (again a problem for the

requesters): an ongoing study oftelecommunications on Indian reservations, for example.

Others could be performed on a grant or contract basis by national academies, academic

institutions or others.

There may be some level at which Congress wants to retain a staff conversant in

technical issues, to review studies and advise legislators and their staffs. You might, for

instance, allocate some additional funds for technical analysis staffon the relevant House

and Senate conunittees, perhaps, as OTA does now, filled with rotating personnel at the

immediate postgraduate level. This would place a reduced level of resources at the

disposal of particular committees, rather than making science studies essentially a free

good to be bargained for by every committee in Congress.

In sununary, I believe Congress can get along without OTA, and that is reason, in

this environment, to eliminate it. Just as budget tightening in Congress is necessary as an

example, the elimination of functions here in congress will make the job of eliminating

other government functions far easier.

Architect of the Capitol

The operations of the Architect of the Capitol have also been the subject of serious

questions about management and personnel practices. In addition to addressing those

problems. Congress should review the Architect's functions to determine whether and

how much work can be contracted out. Though you cannot know for sure ahead of time

the exact level of savings that are achievable, it is quite reasonable to expect reductions of

up to 25%, possibly along with increased efficiencies fi-om a vigorous contracting out

program. As a general rule it is inefficient for any organization to perform non-central

services internally: construction, painting and furniture are all areas which might more

efficiently be contracted out than performed by a permanent work force. This is generally
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the case with executive branch agencies, even those such as the Defense Department,

whose large work forces and installations could imply some economies of scale.

In addition to the general proposition that the competition and private sector

incentives inherent in contracting out can save money, I am confident that economies can

be found in the Architect's operations fi-om my own observations as a Hill staffer. At one

point, for instance, the House office in which I worked was partially repainted, and

operation which required the services of a ladder mover to assist the painter. During the

entire operation the ladder mover did nothing but move a ladder where the painter

instructed. While painters often work in teams, I have never seen an example where

worker did virtually nothing for most of the time. If this practice has been reformed, I am
relieved, but I suspect that it or similar practices continue, for without the discipline of

competition, the incentive for service providers is to use excess labor.

While I would like to be able to give the committee a line item cut for the

Architect's operations, the real solution is structural: simply cutting funds without

changing operations and reforming management will certainly result in poorer service,

when the goal should be better service at lower cost. As with the GPO, there is an

inherent conflict in asking the management which now supervises those functions to be

disinterested judges as to whether someone else should be providing those services. I

would recommend that the Architect's existing functions be divided, with responsibility

for House and Senate office buildings and capitol areas assigned to the Chief

Administrative Officer of the House and the Senate Sergeant at Arms. Those officials

should be charged with comprehensive management reviews, and perhaps even a target

for savings. Necessarily shared functions such as the steam plant and curatorial activities

could either be maintained in a single, downsized office or managed by boards ofHouse

and Senate offices similar to the Police Board.

.

Implicit in this recommendation is the elimination of the position of Architect as a

Presidential appointment. The case for Presidential appointment and a long term is even

less valid in the case of the architect, whose principal function is to manage internal

Congressional services, than it is with the Comptroller General.

Library of Congress

I have neither budget nor structural management recommendations regarding the

Library of Congress. I am, however, aware of allegations of a poorly managed affirmative

action program at the Library. In October of 1993 the Library Chiefof Staff apparently

assigned twenty or so specific positions to be filled by the affirmative action office,

resulting in adverse consequences for some incumbent employees. If employees were

transferred or dismissed specifically in order to free up their positions for affirmative

action, hiring, they were victimized by both injustice and mismanagement. While my
source for this information was an aggrieved employee, the allegation appears to me to be

specific enough as to merit further inquiry, and I would urge the committee to look into

the matter.
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Congressional Research Service

My impression, from over a decade ofbeing a consumer of its products and

working with its employees, is that the Congressional Research Service is a professional,

well managed and responsive organization. Small economies aside, ifyou make cuts, you

will get less research. CR5 has a well defined priority system which allows them to

manage a backlog for original work. As with the other agencies that respond to member

and committee requests, there is some low priority work that might be eliminated, and the

best way of doing that is by assigning costs to requesting offices. As a first step, I would

urge you to require CRS to come up with a simple cost accounting system for original

reports. Once an acceptable system is in place, you could require reporting, in a preface

to each study and in some aggregate fashion, the cost of studies done for each Member
and committee. Alternatively you might assign vouchers to each ofiBce, requiring

Members and chairmen to prioritize research requests within a limited claim on CRS,

GAO or other resources. I believe such a system would be beneficial both in focusing

CRS resources on their best use, and in making some cost reductions, but I would not

hold CRS out as a candidate for major budget cuts.

Congressional Budget Office

The demands of the balanced budget amendment, recent changes in budget

procedures and the unfijnded mandates legislation will probably make it impossible to

reduce spending on the Congressional Budget OfiBce, and may indeed demand some

increases. There is however, one structural reform, again outside the explicit jurisdiction

of this committee, that should be considered. The current dispute over replacing the CBO
Director should bring into question whether Congress needs (or can afford) to have an

independent budget czar. The Joint Tax Conunittee, which is itself a target for possible

elimination, has done work on tax bills, similar to that of the CBO, for many years without

the controversy which has often swirled around CBO estimates, not to mention staffing.

A joint budget staff, more directly under the supervision of the two Budget Committees,

could perform CBO's function, perhaps with less controversy than has recently been the

case with CBO. This would also put the CBO's function in the appropriate category of

necessary staffwork, rather than setting it up as a virtually independent arbiter of the fate

of legislation. Putting any staffer in the position of essentially giving a thumbs up or down
on major legislation due to cost estimates (or for any other reason) is simply inappropriate,

and the budget committees should exercise their responsibilities in this regard more

directly.

Cuts in House and Senate Operations

I believe it is important to note again that today's hearing, however early, is not

the beginning ofbudget cutting efforts in the 104th Congress. The House has already cut

its committee staffs by one third, beginning the first day of the session, and the Senate has

begun administering a 15% cut in its committee budgets. I agree that the bulk of cuts in

the congressional budget must come in the support agencies, both because that is where

most of the money goes, and because those functions are less central to the operations of

Congress. However, I would urge your committees not to overlook the possibility of

additional cuts, particularly in individual members' ofiBces which have been shielded from

10
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cuts to a large degree. Just as cutting the overall Congressional budget may provide the

best test ofyour willingness and ability to cut other government spending, cutting the

individual office budgets which are closest to each Member may provide the ultimate test

of budget cutting commitment. And no less than has been the case in other areas, such

reductions might spur a productive re-examination of current functions and operations.

As you well know, the issues of franking and personal office staff are likely to be

controversial, particularly in the House when your bill comes to the floor. Some early

thought as to how these areas might best be addressed would be far preferable to waiting

for or hoping against floor amendments.

Summary
The new Congress, its leaders and this committee are to be commended in taking

seriously the mandate of the public, delivered last November, to cut the federal budget,

including Congress's own spending. It is especially notable that you are moving early and

jointly in this effort. As a long time staffer I do not especially relish recommending

substantial cuts in the congressional budget. I know the committee will find the choices

difficult and sometimes painful, but the American people have demanded and deserve

nothing less than a rigorous examination of every government expenditure, and the

willingness to start with Congress first, which is being displayed, is tremendously helpful.

As I have suggested. Congress might consider this examination of its own budget

to be a dress rehearsal for the perhaps even more difficult choices involved in balancing

the federal budget. At the same time, serious reductions in the Congressional budget,

including the abolition of entire functions, as I have recommended, should make cuts in

the vast remainder of federal spending far easier politically. Ifyou can withstand the pleas

from within your own halls, you will be better equipped to resist pleading from outside.

I do not believe that the cuts I have recommended ~ eliminating the OTA, reducing the

GAO by an additional 20% and contracting out some of its audits, abolishing the GPO
with a transfer of residual functions, and transferring and largely contracting out architect

functions - would cripple Congress or any of its essential functions. In fact, I believe that

these changes in sum would result in a more efficient Congress, and would set the stage

for similar progress in other areas of federal activity. I again thank the committees for

affording me this opportunity to present my views.

II
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Mr. Packard. Thank you very much.
I did want to note that Steny Hoyer has arrived and we appre-

ciate him being here and appreciate him being with the committee.

Our next witness is Norm Ornstein from the American Enter-

prise Institute.

Mr. Ornstein. Thanks, Mr. Chairman.
Let me first commend you for holding a joint hearing. I think it

is the sort of process which makes a lot of sense where we can. As
you have noted, I think from other times when I have testified, I

am not a big fan of joint committees, but I am of joint hearings.

I think they provide a kind of synergy, and they economize the

time of an awful lot of people. So that is a very good step that we
are taking here.

I would say, apropos of joint committees, one other introductory

note. We are going through a process now, the House has already,

the Senate will soon, of reorganizing the committee system. It is a
seamless web that we are talking about here, and it is important
that you pay attention to both what the House has done in terms
of reorganizing the committee system, and what the Senate is

about to do, the cuts that you made in staffs, the changes that you
have made in committees and jurisdictions as you look at the sup-

port agencies and everything else. There is a balance here, and of

course in some cases where you are cutting committee staffs, you
want to be careful that you don't cut other places which com-
pensate in expertise for those.

I also want to offer a special commendation to Senator Mack,
who has joined in the effort to eliminate some committees, includ-

ing one he chairs, which is most unusual, and it is an example that

all of us ought to follow where we can.

I want to take my few minutes just to make a couple of broad
points and a few specifics. Let me start offering at least a little bit

of a counterpoint to Mr. Hill. It is something that we discussed last

year in a hearing of the House subcommittee.
As you talk about cutting back on the supply of resources in

these support agencies, I just simply think you cannot ignore the

demand side, that if you don't bring some discipline yourselves to

what you ask of support agencies and begin to set some priorities

appropriately, you are going to have an increasing disjunction as

you move to cut back. The fact is, almost everywhere in the private

sector and in many places in the public sector, we are moving
through systems of internal accounting that make people think

twice before they ask to use the resources.

I mean I turn the example that Mr. Hill used around. If I as a
citizen wanted to see an Arnold Schwarzenegger movie and I could

order one to be made and it wouldn't cost me anything to do so,

rather than go in and pay the $4.95, I would call up and say make
me a movie. Sure, it would cost $75 million, but I don't have to pay
for it, and the way things work now and have worked for years,

any, practically speaking, Members or committees could call up
GAO or call up CRS and say, send me this, do that, and it didn't

cost anything more than the time a staff member or a member
used to make the phone call.

Now, that doesn't mean that you charge an individual office ac-

count the full cost of the study. You don't have to do that. But if
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you find a way to raise the barrier just a little bit, it will make peo-

ple think twice. In my own institution, we instituted an internal

accounting system where now, for example, this afternoon I am
holding a meeting with a number of French senators who are com-
ing over to look at congressional reform in terms of their own insti-

tution, and I am going to use a meeting room. My budget, my own
individual budget will be charged for the use of that meeting room.

Well, when I look at having people come over, I think about
whether or not I want to find another spot, whether I am going to

charge somebody else to defray the cost or what I am going to do.

It has altered the way in which we do our business, and you ought
to apply it. Frankly, I don't care how you do it, whether you do it

through some kind of a voucher system, whether you do it by sim-

ply having a modest cost.

You could even take a very small step by making sure that ev-

erybody who requests a study has publicized the cost of that study.

It is costing the taxpayers to do this sort of thing. But you have
got to devise some way to bring discipline to the demand side here,

because an awful lot of studies are done that may be very useful,

but that if people took into account what they cost, would it be
done and would it be necessary. And so bring some discipline in

that regard.

I want to offer just a few cautionary notes here, as well. One
thing you should always keep in mind, and it is absolutely the case

that you have got to discipline yourselves and make cuts, you can-

not ask the rest of the society to sacrifice or even the rest of the

government to sacrifice without making it clear that you have ex-

haustively looked through all of your own operations, built some
sacrifices in for yourselves, that is absolutely the case.

You want to avoid splashy change that ends up being penny wise

and pound foolish, and make sure that where you cut back that you
are not costing, not just yourselves as an institution—and we have
got to preserve the independence and the role and strength of the

Congress in this process as best we can—^but taxpayers as well.

So I would look very carefully as you make cuts in GAO at that

audit function. Now, it may very well be, as Dave Mason suggests,

that with the inspectors general and the chief financial officers that

all of the audit fianctions may overlap. But if in the process of that

overlap you manage to squeeze out additional savings that bring

more savings to the taxpayer than that cost provides, keep it. I

don't know if that is the case or not; I don't have that expertise.

But I would look very carefully. And as we look now to squeezing

dollars out of the Federal budget, finding ways wherever we can,

if it means more accountants pouring through the books and look-

ing at ways of economizing, it becomes even more significant. And
I am sure we can squeeze a lot more out without necessarily cut-

ting off desirable programs. So look carefully before you make those

cuts.

I would also avoid the temptation of one-stop shopping for infor-

mation, whether it be through privatization or some other fashion.

What we know is there is very little information that itself stands
objectively, that you want to have a creative tension, you want to

have the marketplace work in the information world to a consider-
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able degree, as well. So I am not as troubled as others might be
by having some degree of overlap here.

I think we can find cuts in a lot of different places, and there

may well be some of these agencies that don't have to stand. But
having instances where you get information on technology coming
from four or five different places, or where you get information on
the budget, or on economics that come from a variety of different

perspectives, actually improves the work product in the end, it

makes you think twice. In the same way, while I think Dave is

right that there is something a little troubling about having a staff

member have this kind of power over Congress. The fact is that

when we apply rigorous standards to programs and spending as

CBO has done, it brings great additional discipline to the writing

of legislation and, in the end, to the policies that we make in these

areas. It takes us away from the notion of fudging the numbers,
of pushing off the costs. So I—when I strike that balance, I am per-

fectly happy to have it struck in a way that provides some inde-

pendent force that has some ties to Congress able to make it work.
I think that Dave is absolutely right about the problem of inured

staff at GAO. But I remind you of one other thing. When I was on
the Volcker Commission and we looked at the nature of recruit-

ment to government and trying to get good people to come and to

stay, GAO was one we found was a model. Really going out—in

many cases, other agencies, just astonishing, didn't go to the best

universities, didn't get up booths in the way that the private sector

did, didn't try to get good people to come in, had all kinds of rules

and regulations that prevented good people from coming here with-

out enormous cost compared to what we had elsewhere, and some-
body has really got to look at even more. But GAO was a model.
They went out to find good people and tried to build in a process

where they could retain good people. Now, you don't want to simply
get into the difficulty of people getting ensconced in a seniority sys-

tem that necessarily weeds out bright young people while keeping
in people who are going to stay in their jobs. But make sure you
strike a balance there, too.

There are an awful lot of very high quality people who come in

and who fit a model of public service that we don't often find in

this country anymore, a la the British model. People who will do

—

will call the shots as they see them. I think GAO has gotten a little

bit away from that as an agency and it has gotten itself into trou-

ble as a consequence, and we need to tilt that balance back, but
let's not do away with the good even as we move forward.

And let me just make one other point here, which is about the
printing function. And I would associate myself with Dave Mason,
something that he and I with our Congress project discussed some
years ago, as we talked about eliminating the joint committees. I,

frankly, cannot see any reason why Congress should have functions

that deal with printing for the executive, or why in this one area,

which has seen such dramatic technological changes, where small
companies are doing desk-top publishing of high-quality things in-

house, where we have all kinds of entrepreneurial organizations
that have developed to put out overnight or even quicker high-qual-

ity printing jobs in a mass way.
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If there is one area that is calling out for a pretty dramatic pri-

vatization and decentralization, it seems to me it is the printing
function. And that is one I think you can probably move at with
some dispatch. But you should also find ways of using information
technology better to deal with the incredible mass of reports that
we accumulate here.

A long time ago, in 1976, I was a part of a reform effort in the
Senate, a joint committee chaired by Adlai Stevenson to reorganize
the Senate. And we put all of our records over the course of the
year on little microfiche cassettes, a stack of about that high, a
whole year's records for a fairly extensive committee. I kept wait-
ing to see that process continue to follow in other places, and I

haven't seen it happen.
We could save an awful lot of money if we began to apply the

cutting edge of information technology and storage to government,
including to the Congress, in ways that we just haven't. We are two
or three steps behind what the private sector is doing. Thank you.
[The information follows:]
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Testimony of
Norman J. Ornstein

to
Hous« and Senate Legislative
Appropriations Subcommittees

February 2, 1995

I am delighted to have the opportunity to appear before both

of your panels to discuss the operations of Congress and ways to

economize on them, making Congress leaner while maintaining its

essential capacity to deliberate and make appropriate decisions.

Let me first commend you on this joint hearing. I am not very fond

of joint committees, as my testimony and many previous comments I

have made suggest. But joint hearings can make a lot of sense in

many areas, saving the time of members and witnesses, and adding to

the discourse. Besides, it is always heartening to see any signs

of real cooperation evident between the House and the Senate, and

especially heartening to see it in this area of appropriations.

I hope in this session today to offer some suggestions for

ways to improve Congress' operations while lowering costs. I also

want to offer a cautionary note. Congress should, indeed must,

find ways to cut its own expenses even as it cuts other budgets and

goes through the process of reforming and streamlining executive

agencies. You are operating under a mandate to cut many

congressional budget items by fixed percentages across-the-board.

A mandated, across-the-board cut can be a good way to force action

and bypass excuses for inaction.

But every cut you recommend should be done after prudent

consideration of the costs and the benefits. As you move to cut
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support agencies' staff* and budgets, for exampl*, you need to look

carefully at th« functions performed by those agencies, and which

functions should be preserved. The audit function of GAO, for

example, may very well save taxpayers more money than it costs. 1

do not have the expertise to know if that is the case. But before

you cut it substantially, I would investigate carefully what that

function is, how it is carried out, whether it is necessary,

whether it should be done as it is now by GAO or changed, and what

the costs and benefits of the cuts would be.

At the same time, you need to be mindful of the painful

reality that substantial cuts, made quickly, can cost more in the

short run than they save. Even if it sounds good to have a 25% cut

in this year, don't succumb to the temptation to do so for the

public relations benefit unless the cut can be justified on the

bottom line. Otherwise, it may be wiser and more economical to

phase in the cuts over two years or three.

None of these comments should, or will, deter you in your task

of pruning back on Congress' establishment and resources. But Z

want to make sure that as you make Congress leaner, you do not make

it weaker. Make the diet a sensible one, not a crash one that

jeopardizes the overall health of the institution.

Let me make two other introductory comments. The changes you

will make through legislative appropriations are a necessary but

not complete part of the effort to renew the way Congress operates.

I would like to commend the House for the measures it has already

taken to cut back on committees, siibcommittees , assignments and
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staffs. I want to applaud the Senate for its smaller preliminary

steps, and offer my strong support for the bulk of the proposals,

generally paralleling the Senate reconnendations of the Joint

Committee on the Organization of Congress, that the Domenici/Hack

task force has made to the Senate.

I believe that Senator Mack deserves a special conjnendation

for his support of the proposal to abolish the joint committees,

since that proposal would eliminate a committee he now chairs. It

ia all too rare to find reformers who are willing to see their own

oxen gored, even as they recommend changes for others. Senator

Hack is setting an example I hope the rest of his colleagues will

follow.

The second point is a broader one. Your goal here is not

simply to cut for the sake of cutting, to cut for the sake of

saving some money, or to cut to set an example for everybody.

Those may be worthy goals, but you must not lose sight of another

larger goal— to strengthen Congress' capacity as a deliberative

body, to work through debate and discussion and come to judgments

on important public policy issues. Streamlining, consolidating and

economizing can all lead toward a greater deliberative capacity.

But do not take actions without thinking about their implications

in this regard.

What follows is a series of excerpts from the first two

reports of the Renewing Congress Project, a joint effort of the
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Brookings Institution and th« American Enterprise Institute, co-

directed by Thomas Mann of Brookings and by me. These reports were

written before and during the deliberations of the Joint Committee

on the Organization of Congress, but remain relevant to the

continuing reform efforts of the House and the Senate.
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SUPPORT AGENCIES

Congressional support agencies, the

General Accounting Office, llie Congres-

sional Budget Office, the Office of Tech-

nology .Assessment, and the Congres-

sional Research Service, are an integral

part of Congress and have cnnlrihuted

10 its strength and independence, as well

as to its policy and institutional knowl-

edge and cxpcrlise. Tliev also need lo

1,.-Kmk...l jl r.in.fulK

rii,-(',.-,i.-,.il \c.o(MiIim.l; nili,-c. In l.n

llial go »cll bi'Mind ilh diicct H<iik loi (,<ni-

gress. Conse<iuenlly. il is a nnslakc lo

think of G \0's 5.0()0 employees as all be-

ing a part of the congressional staff. But as

an aggressive and resource-rich agency, il

is not immune from controversy. It is prob-

ably not surprising that twelve years of di-

vided government have made GAG a target

of criticism, much of it coming from a mi-

nority party in Congress that believes the

agency has been used frequently by the

majority for its own purposes.

.Although we do not believe that the

disproportionate influence on GAO's

agenda by the majority party is itself a big

problem, we do feel that the process by

which G.AO interacts with members to es-

tablish its agenda needs rethinking. GAO

is often criticized by disgruntled lawmak-

ers for tailoring studies to individual re-

questers. If the agency was able to better

inform all of Congress about its activities

and how it sets its agenda, the perception

that it is in alliance with specific members

would no doubt be less.

The agency, in our judgment, has no

institutional bias toward Democrats, but il

does show a sensilivily toward whoever so-

licits its help.

I

GAO needs to develop a more open

process for defining proljlems, announcing

new studies, and issuing reports.

Tlw )ll.lM/<-. I

ll MK

regular and syslcnialic Irucking or coordi-

MiilioMof GA()d,luiti,-;,lh;il can i.-.irh .ill

Us members, and the members llieniselves.

including many who regularly criticize the

agency, have shown no particular interest

in finding out all that GAO is doing, and

why it is doing so.

I

Committees requesting GAO studies

should Include ranking minority mem-

bers as well as chairs in discussions

with agency personnel.

In the absence of movement in this direc-

tion, both by the agency and by Congress,

we can expect more, and more bitter criti-

cism, with a partisan edge.

Another area of controversv surround-

ing GAO involves the use of agency de-

tailees by congressional committees and

subcommittees. GAO assigns roughly one

hundred detailees a year lo committees.

The majority usually end up on one of

three House committees: Appropriations.
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Energy and Commerrp. or GovernnienI Op-

erations. In many cases these detailees

are viewed as additional staff to the com-

mittee and subcommittee chairs, and

therefore as piitlint; CAO in support of liie

niajorilyV agenda.

I

We recommend that Congress serious-

ly consider eliminating concerns about

partisanship, and incidentally increas-

ing GAO's focus on auditing rather than

policy prescription, by sharply reducing

GAO detailees (to a maximum of fifty)

and by restricting them to the process

followed by the House Appropriations

Surveys and Investigations staff.

Tliese G.\0 detailees aic used for investi-

gations that are approved l)y both the

committee chair and ranking minority

members, to produce studies that are not

publislied. This approach allows Congress

to use CAO's special skills without any

question of partisan bias.

I

Some modest reductions in GAO

staffing are possible, but Congress

should proceed cautiously to avoid dis-

rupting the agency's highly profession-

al and productive staff.

The three remaining agencies have gener-

ated nowhere near the controversy of

GAO— in part because none have GAO's

resources or power. While the Congres-

sional Budget Office has sometimes been

charged with bias, this is not generally

viewed as a significani |)robleni. CBO's

greatest strength lies in its neutrality; the

organization rarely makes policy recom-

mendations an<l focuses instead on provid-

ing balanced analysis.

The Office of Technology Assessment

is similar to CBO in its efforts to avoid tak-

ing firm stands on policy issues. The

agencv is considered highly credible by

members of both parlies and is well re-

garded for its tcrhnical competence. The

OTA model is an interesting one. A rela-

tively small permanent staff is supple-

mented by llu; use of outside experts on

|Kin<-l-..,iar.i>.-ln-,.i^.' Imms.

Tlio C..M.!;i.-Mo,K,l U.M-.ir.l, Srni.vis

probably the Ica.st coiilrovci'sial of the four

agencies. But its role loo should be c<)iisi<l-

ered by the Joint Coiiuniltee. Its predeces-

sor, the Legislative Reference Service, was

set up in large part to act as a substitute for

large personal, committee, and subcommittee

staffs by providing a central core of trained

professionals available to all members. The

LRS was professionalized further when it was

transformed into CRS. and its professional

cadre was expanded and enhanced—at the

same time that other staffs, in offices, in com-

mittees and subcommittees, and in other

support agencies, were sharply expanded.

Sorting out the functions provided by a cen-

tral body like CRS from those provided by

the myriad of other staff entities in Congress

should be done periodically. It may be that

the OTA model could be adapted in part to

CRS, allowing some studies to be done in

whole or in part by creating panels of outside

experts, with measured reductions over time

in permanent staff.
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doing ihe subslaiUive work lu-c essar> li> Om-

gress' Icgislalive fuiiclions.

In looking al llie support agencies, some

obseners have re<;ommen(Jed aggregate re-

forms. [{(Tommendations range from cofisoli-

daling some or all of the agencies' functions

and streamlining congressional oversiglit of

them, to Ixvfing up their resources and man-

power to allow tliem to do dieir jobs more ef-

fectively. We feel a Iwtter approach would be

to look al each agency indindually. and a more

reg\ilar cv.iiiiiii.iliori nf imcIi iLC.-nivV Amcdoiw

fdi C(miirf». .iiiii il< i.-souni's. i- in oidi-i

Nonetheless, there is one general issue

concerning llie siip|y)tl agencies that merits

consideration. Under present arrangements,

there are few limits on congressional offices

requesting services from the support agen-

cies. Tlie natural attitude among members

and staff is, "Why not ask for a GAO report

or CRS study? All it takes is a phone call,

letter, or meeting." Of course, the costs to

GAO. CRS. and the public—often in the tens

of thousands of dollars—are not then consid-

ered. Tliere are no costs to members or com-

mittees associated with their requests which

might promote an efficient allocation of

agency resources. Free goods tend to be

overused: their costs outweigh their institu-

tional benefits.

I

Congress should explore tlie use of

vouchers, an internal accounting sys-

tem, and public disclosure to reduce

some of the inefficiencies inherent in

the current process.

Tliere is one other area of CRS's worlc

that should l>e dealt with. The highly trained

and competent professionals al CRS are not

employed to carry out constituency service

functions, answering inquiries from school

children or voters that can and should l)e

handled by individual memljers' offices.

CRS's professionals should sp<'nd tluMr time
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SENATE

Proposing changes in the conduct of activity

on the Senate floor constitutes the most dif-

ficult aspect of reforming Congress—even

harder than changing committee jurisdic-

tions—because it deals most directK with

the basic nature of tiic institution.

While the r\iles of the Senate have

changed very lillle over the past few

decades, the attitudes of senators toward the

institution and its processes, toward debate

and toward one ancilhrr. Iijv<' cvdIvitI hi

ways that maximize the convenience of indi-

vidual senators at the exiKjnse of the Sen-

ale's business. Additionally, relations be-

tween the parties have become more

strained, making consensus harder to reach

on Senate procedure. Rules that once

served to foster debate are now used to de-

lay legislation for frivolous reasons. Sched-

uling of bills on the floor—always an ad

hoc, seat-of-the pants process for the Major-

ity Leader—has become even more diffi-

cult, as the demands of fund-raising and

speaking engagements keep senators from

the floor. Attempts at even the most modest

forms of discipline—the ihree-week-on,

one-week-off scheduling of Senate business

to ensure busy workweeks coupled with

substantial lime at home—quickly reverted

to the Tuesday-lo-Thursday-club routine.

Party leaders in the Senate are much

more constrained than those in the House.

Whereas the House normally plows through

its legislative schedule, ignoring individual

members' complaints or conflicts in favor of

the conduct of the chamber's business, the

Senate Majority Leader must accommodate

the interests of individual senators before

proceeding with the Senate's business. Tlie

Majority Leader gains nothing by attempting

.o bulldoze the Senate ^iciiedule or decree a

plan of action, since he can be blocked by a

single dissatisfied colleague. And ihere is

always the implicit threat of opposition for

reelection to his party post if the Majority

b-adei puts his vision of the clianiber's

business ahead of the care and feeding of

the majority members' individual polilical

interests and personal convenience.

Obviously, then, it is difficult for the

Senate to engage reform issues that would

speed up the pace of its deliberations, or in-

troduce forcing mechanisms that limit the

ability of senators to engage in extended de-

bate. The ultimate goals of reformers also

need to be clearly defined before they un-

dertake reform. Is it to strengthen leader-

ship, speed the pace of business, reduce the

level of accommodation of individual sena-

tors, or improve the quality of debate?

Some of these might require formal changes

in Senate practices, while others could be

implemented through leadership initiatives

or the party conferences. In the House, it is

easier to change discrete elements of the

rules to achieve a particular reform objec-

tive. In the Senate, with less complex rules

and greater reliance oil unanimous consent,

a seemingly modest alteration of routine can
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lur.ol ||i<'N'm.iI<'.».mI.'IiIi.'i.iIu<'Ih.(K.

Wr.n.n <|ii.im-l»,ll, ||,.-,|M.,1,U ol,l,-l,l„-,a-

II..M.I.MI |||.'<..|,||<,MI l~l<.|.l<HllM<'|.rO<.-.-

")(;// Ixirc lo lliink a/ ihc

SciKilc as if It 11(1 s 100 dif-

/(•rciil iiiilioiis mill ciK li (iiic

llild llic <lliill,l< hn'lllli (ind

(il (iin nioiiicnl am one oj

\ou (oiild hlou up ihc

place. So ihal no iiiallcr

hoii long \on'rc hern here

or how short you're heen

here, vou ahvavs knoiv you

hare the capacily lo go lo

the leader and threaten to

hlon up the entire institu-

tion. And. naturally, he'll

deal nith you.
"

VERBATIM FROM THE ROUNOTABLES

iKiii (M iiiak<' llic nilo iiKiii' <-ITi< K'lil. riic

Sciiiil<- sIkhiIcI iidI I)c rcroiiiic<l lo l(«)k jusl

hk.-., Mll.lll.-I V, ,.„.„,. I Ihr l|.m>r

\..,„ll„l,-.-..l,,,n,^,- i~ .•--.•nli.il \|.

ihuMuh lh.-N-n.il.-likr>l.,nl,-, l„ ,t>..||

.l-tl,ru,„|,l'. f;n-Ml.-.l.l.-lllM-,.lli»,-|,.MK.

uln.lM-..kinui;;r.lln llu- ,.nKC>s ,.( .mhI-

Ic^ .I.I.lv^ .in.l ui.I.p. iim-,I ,Iim .,sm.„.

lluIunv,-n.-S,Mu.l<-(ons.<lciali<.n..r

iiiiiin iiWiiMiics.

'I'lu- S«'Miil«* lias Ik-coidc increasiiifily

Ifss nuiiui^cablc as filihuslers have Ijetoine

\irl(iail\ I'diniiKiiiplacr on Im)|Ii major and

iiiiniii |)i<Tfs of Icnislalion. raising; llif slaii-

(IhkI 1(11 |)a>saf;p of evi'M routine l)ills from

n(l\ lo si\lv voles and resullins; in freqiienl

(l<-la\> and (iiKcilainlies in scliedulin;;.

sl()|i-atid-<;o |iallerns ol floor (lel)ale. and llie

use of lioids and oilier ohstmclionisi lecli-

ni(|ue> ihal make llie insliuilion lioslage to

llie wliiinsoi individual senators.

I lie Senate needs lo create oppoiluni-

ties loi dfhate to lake [ilace without the

(oiislanl llireal of iihl»uslei-diiven delav.

The most significant change the Senate

could consider would be to sharply

restrict the use of holds for capricious
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(reasons by individual senators, and

require public identification of any sena^

tor requesting a hold.

-M( li ;i |iiiiminciil reHliircof lli<'<<)nl<-iii|M(-

lai^' Senate. A reliance tipoii imaiiiiiloii-^

((inseiU aj^ieenienls In sliH<lnie deliale and

ainciuling aclivily iec|uir('s llie leadership li

(ilitain advance warning from lank-and-fde

(I. Ml

inulr.l.l.-h.il.'. ln,r.v,M,if;lN.sen.,lni~,,„-

snlM-'.l InsnplnslHale.j.lenMM.IsIn l..l,ln-

,>ls lo use [...ids on 1,.-Nalf nlll.en <au>e-..

and senators iiave lieen iiioic than williiif; to

fully exploit the nolifieation pioeess on lie-

half of iiilercsl {groups, constiliicnls. and

personal agendas. At limes the praelice de-

generates into rolling anonymous holds as

lobbyisls jiersuade one senator after another

to hold up legislation they oppose.

The real question is how—shoti of a

major change in Rule 22—to reduce the

high costs lo the Senate from delays caused

by ohjections lo unanimous consent re-

quests or by extended debate. We believe a

number of changes in mlesand procedures

would help at the margin by contributing to

greater predictability in Senate floor action.

I

We start by endorsing the recommenda-

tions presented to the Joint Committee

by Majority Leader George Mitchell.

We believe thai his pidposals will help

streamline routine aspects of Senate proce-

dure while preserving the minority's rights

K. extend debale and delay voles, lie has

lecoiiiinended the following:

— lluil debate on the motion to pm-

KiMJ. iii.ide l)y the Majority l^-aderor his

ilesi^nee. be limited to two horn's;

— lliat a ndingof the Chair in post-do

lure tDildillons ma\ l)e oveilinm-d <iiil\ li\

sixty votes:

— that amendments repoiled by a com-

( alls 111 ii |iosl-il(ilnre silnalion be connled

ii'iaiiisl llie senaldi vviio suggested llie

absenee of a qiionun:

— tiiat the Senate request or agree to a

loiifeience through the adoption of a single

motion, rather than three, each of which is

ilebatable and subject lo a filibuster;

— that conference reports be consid-

ered as having been lead when called up foi

consideration; and

— thai sixty senators could require thai

amendments lo a measure be relevant.

I

In addition, to further facilitate floor

action, we recommend that the Senate

create a committee of the whole for

floor action.

The Senate has u.sed a committee of the

whole 111 the past, but the mechanism was

dioppeil in 1930 on ihe ground llial evei^

aelion it t(X)k could be repeated again out-

side the coniniiltee. Clearly, this objection

had merit, and we do not propose reviving

the coiiimitlee as a nie<:hanisni to cause dela>
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Hill we do licli<-\e lliiil ii loniinitlcc of

(lie ulidlc. <(|iciiilin^ vulli moif sliiiifjciil <lr

IkiIc aiul UMU-mliiK-nl liiiiilations lluiii llic

Sfiiiile ilsj-lf. ( iiiilil Ik- used l« liiiiiillr liic

bulk of less- ronli.ncisi.il l.-isl;ili<m. uliiil

oll,.,il.ik.->f,o Im'-r, l,,,.„M.-sll..iuil

...•.•<l>l.pli.,.,M-.~.M, ~.„.-n„lu>r,llo

(lis('i|iiiiiiii<; iIiciiim-Kcs. Oiii propoMMl

comiiiilU'c olllir »li"l<' would he akin lo llii

••C.oMM-nlC.il.Mid.n'' .--..rilwIloMM.

I.Hd.-.llMl.t: V ,n„nn.„,.,n,-,>. Wrl-rJM^

S.'IUll.ll>u,Hli.l vwl,,Mllr.l plO(<•^^l^.ll rs^

pcdilcd (unsidci.iliiiii ol xmic li-^islalioii.

deliali' on conliciM-isial Icfiisialioii.

In lli<-<-..minill.-.- of III.- »liolr 111.- Sen-

ate «.)uld

.omIiK'l i.'ii.-ial d.-l>ate on lulls,

fixed iiy iiile as in llie House;

consider le^islalioii foi anieiidnicnl

liy lillc:

allow oiiK ^eniiane aiiiendinenis:

liiiiil delmie on aiuendiiieiils (lo |k-i

ha|)s one half-hour for each side);

liiiiil debate on any debatable pixK-e

dura! inotioi). |V)int ofoixlei', or ap-

peal to lliiily minutes or less; and

fuilher reslrici debale or aniciid-

inents li\ iiiajoriu \ole.

'Hie Senate would 'fit into the coiiiiiiitt.

ol ill.- wholi- upon llie ailopli.iii l)\ supeniui

jorilv Mite of a rK.M.Icli.ilal.lc iiioli.Hi oiler.-.

by the Majorilx Lea.ler or his dcsi^n.-c: ill.-

siiperiiiajority. (-<iuixalent t.i the vole n.-ed.-

I.> .III .if! a riliiiiislcr. would pr.i\ id.' Iuilli.-r

l.-<;ilinuicv lo ill.- proe.-ss and sen.- In ilis-

.•..iii.i};.' a i.-p<-lilioii of ill.- pi.n.-s- uiiNi.l.-

lli.-...iiiniill.-.-oflh.-»h..l.-. rii.-S.-iial.-

woul.l rise from the ..iiiiiiiille.- on a n.in.l.--

Il.ll.ll.l.- in.)ll..il. Mll>|.-.l lo.l lll.l|.llll\ K.I.-.

( )iiNiil.- ill.- I'.iiiiniill.'.- .>l ill.- whole, ill.'

Nn.ili- w.iiild conduct ils liiisiiii-» .i~ iisii.il —
iiiiiils on debate and aini-iidiiieiils c.ml.l Ih-

,i|i|ili<'il iiiiK In iiMaiiiMii>iis<'.>lls.>nl III in iii-

vokin^il ,. Inline l.i-h llir .M-hn^

,,j;l,l-nl-.-IUll..l-u„„l,ll,,|„.-en,..I..MI,l.ll

Till- \1.i|.Milv L-.i.l.-r w.iul.l no loiif;.-! !.< pre-

\.-Ml.'.l li.ini ni.ninu I.I soni.- i.-as.iiuilil\ -liiic-

Uii.'d .l.-batc aii.l ainciidinciits In in.livi.liial

oil). -el I. ins lo iiiianiiii.iiisc.iiis.-iil n-<|ii.sh.

We also su};};esl that c.msi.leiati.in li.-

>;i\.-n lo a number of .itlier proposals lor re-

(In. in>; .ibstiiK'lionism in lh.> Senate.

I

The Senate should require that more

ttian one senator (perhaps three or five)

object to unanimous consent requests

to expedite business,

if senators li-\' to p-t aroun.l this nile by

eiiiployiiif; obstmctionist quomm calls, the

presiding officer should In* {jiveii discr.-li.in

lo .l(-iiy dilaloiy (iiiorum-.all K-.iiiesIs aii.l

r.-.|iiii.- si\h s(-nalors lo.n.-iliiin the luliiif;.

I

The Senate should develop a computer-

ized system of floor scheduling that

would give all Senate offices advance

notification of the Majority Leaders

intention to call up listed legislation.
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lnipr,)vc,l,„mMuini.-,ilioM(il III,' Mi|n,ih

l..-i.l<M'sscl,e(l.,liMj;pl;msma\ i.-.lu<-.> llw

iumil)<'r<)flu)l(ls|>lu<-.'(ll,\ -.•n.il.ii-M.lcK

l„i lhc|.iii|»)S.M.(>.-llinf;liin.'U rioluv li.iiii

llu- loader. Tlu.sty|.,M.fl,.,l.liM,'l,„u,lM,r

.1 prdl.l.Mii for (looi l.M.I.MS. I.iil some im-

Khi^Ik-i rn.-.,Mii,'>lMMihn,i;li.il.l>.

B The Senate's party conferences should

S adopt formal policies on the use of holds

(for example, prohibiting holds on legis

lafion on the party's nnnounced ayend.i

appropriations, and tax bills, and any

legislation considered in the closing

weeks of a session) and grant explicit

Ej powers to their floor leaders with

B respect to observing holds and maintain-

B ing the confidentiality of holds.

The parties in llii."; inaiinpr roiilrl pnipouer

llieir leadei-s to resist lli<- iniportiininps oi in-

dividual seiiatois when the iiilpresis oi ihe

party and the Senate aie cleiirlv al slake

None of these changes, in our \ ieu. al-

ter in any fundamental way the Senate's lia-

dilional role as a forum for the expression of

minority views or as a (lelil)erali\ e IxkK ; in-

deed, having a committee of the whole

might well focus general dehale and pro\ ide

a riispness to deliberation currenlK lac king

in the in5titi,ition.

Our final suggestion is llial llie Sciuilc

move to restore some inlegnlv and meaning

to the filibuster by requiring sciialoiv lo en-

gage in exiemled debale on llic floor iiv-lead

of merely i.ssuinga threat to talk on al l<-ngtli.

III.- earlv l'J(){)s. has lost its cliaracl.-r as a

imr.lv vi.-upoMils.nvi landmark issiirs. T.,

.•\p,-d,lel.usnu-ssan.lk.vplluS.-nal.-ho„

embarrassMig ils.'lf by s.ivclung to a hall

antiblocking all business lot .1 bbbusler.

llicn-Maionh i.cad.M Mikc \laiis|„-ld

niibiislcr would Ix-announc.'daiidom-

hnn.' I u,.,n.inln, „^ .,M<Mi-l.n. I

11.1. k uImI, .llll.'l Imi-mi.' id IIIOV

lnruar,Urp,ualclv.

Tlicldibu-lc, ll„-uru,br,l u,l,..i-.|.Mi-

d.odn.Mli.iinrnlaiv uopon lli.il -inipK

We recommend that the Senate return

the filibuster to its classic model

—

if a

senator declares a filibuster on an issue,

he or she should be prepared for exten-

ded and continuous debate, day and night,

while all other business gets put on hold.

If senators feel sironglv enough aboul .m is-

Mielofil.l.usler.thev should be prepaie

risk ostracism from iheir colleagues, along

uilh sleepless nights on iiaiKiw cols in llic

hallway of the Capitol. '
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.lian.i;.-; il . ..m !.-• ,..,|.I.mu-,i1<-,I I.x .I.-,I;....-

IJoiKif ll«-M<i|<>iih \AM\i-r. \V<mIo. lum-

evci. rc(<iniincM(l ,iii iiddilioiial «liimf;c llial

woiiUI ii'(iiiiic iiilo icloiin.

I
We recommend that the Senate create

a second class of filibuster.

This sc<(.ii.l < l.iss «(Hil<l o|)<-iul<- mucli a.-,

the I'oiiliiii'. I'oiiti'inpoiaiy niihiislci (>|H'i-

ales. oil a separalc Irack—hiil willi Iwo kf\

,|,ff,-,.-i.r.-, (;Mn.-„llv.asiMj;l<><.M,al..i<-.iii

Mnh.il.MlililM,~l,M:lln-.(;ias-^ II v.iu.-h

lois. Til"- sccoikI (lillciciicc would he almiil

clolinv |i(Mili(Piis. As uilli cmiciil piaclicc.

iIk- liisl ( loliiic |iclilioii would rcquiic si\H

voles lo iniplcmciil. ItuI the second peli-

lioii. lakeii al least one ueek after tlie first

one. ^^ouM need onix nriy-five ^ole>: the

third petition, lakeii al least one week after

the .second, would require only a simple ma-

jority. If a .senator wanted lo bring the en-

lire Senate to a hall, going day and night he

or she could do so, and keep a high thresh-

old of sixty voles to bring about cloture. But

if the issue was not so vital, or liie commil-

ment as strong, a more limited niibusler

could be initiated—with a higher standard

lo start it. and lower threshold to end il.

Thus minority tights would be presen-ed,

but with additional ways to expedite action.

HOUSE

The House, unlike the Senate, has few

problems disposing of legislation once it has

reached the floor. The key questions involve

is.h.'dul.'l.-gislalh

idehl>craln<'|>r<K'c

and

durin<;

As we noted in onr first re|M)i1, Mouse

I1.M.I s< hediding has long had an ad Ikn-

<,iialilv. dictated l.x the availability of bills

and llie wishes of conmiillee and suIh-oiii-

iiiillee ciiainnen. There has been little in

the way of long-range scheduling over

»r-.-k- am! MioMllis to d<-vel()p a <()lieient

.i.-rn<{.i l<H llir IbMiscaiul lonilonn Miciii-

l..-,-vli,il uijl \ur^ |,-,I„|||„-„L i;\.-nln

n<n>. liicri- arc iiricii lasl-iiiiiuilc cliail<;cs

lluil (lisiiipl the plans ol iiilicis ami cnm-

Miiller-s who sihediile then work around e\-

To some degree, confiision is inevitable

in an\ legislati\e l)ody. but ihe mechanics of

scheduling loo often seem lo have taken

control, rathei- than l>eing used lo suppoil

leadership policy decisions.

We have recommended that the House

go to a three-week-on, one-week-off

scheduling system similar to the

Senate's, and that floor action be interv

sive during the workweeks (a pattern

less and less visible in the Senate).

This requires a specific decision by the

leadership not to accommodate the tra-

ditional Tuesday-to-Thursday-club men-

tality of the institution.

We anticipate problems, and have also

noted signs that the large new freshman

class, in its desire to be responsive lo con-
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"Hi' ttic only licir

Tiirsday. Wednesday, (iiul

Thursday. On llie.sdays

people are Pvini^ m llie

ntorninu, oi around noon.

lhe\ check iheir office. lhe\

nudie some phone ((dls,

they come over and vole on

ihe Journal. On Wcdncsda)

they sclile down for a day,

and Thursday ihey have got

their airplane tickets in

their pockets and in the

early afleinooii or late

afternoon they are about

to leave.
"

VERBATIM FROM THE ROUNDTABLES

-liliiciils. would like 1(1 liiivc lrc(|iicMl long

wi'ckfinls ill llieir (lislii<-|s. liiil w«* Ii«|K'

iiiciiiIh-i's r('alixc tli.il tlicir(;oal olftuliii*;

XiulliK k ill (longiess inquires (hem lo lie in

\Viishin<;liin to do work, and thai a more iii-

l<ll.f;.M.ll\ .l.'sigiu-d s.li.-dulc «dl slill allow

llifin picniv ol (|ualil\ linn- at lioiiii'.

\\<' ucK- d<-li<;ht<d Willi ihc House ma-

jority's action last Deceniher lo create a

S|H-ak<T's Woikin- r,i„up on I'oii.v I).-v<-l-

,,|,Mi<Mil, \\vli(i|.r lli.il II uill li.'^ncnsul)-

~1 .il ,v.p..M-il.il.lM-^.„i.l,M.-|,lraMMlll,.,l

111.- group lias ui.M (aul\ ollcn. Howcv.-i. wo

Mol.'lli.il 111.' W'orkni-Ciniip still M-..inslo

I.,- sc.Mvluiig loi an i-Hc(livc kIcuIiIn. and

we question its larger si/.i

—

tliiily-eiglit

inenii«Ms—which dilfers Irom the Oemocra-

lic Caucus' initial decision lo have a moiv

cohesive and inanageahle group of twenty

The Working Group needs to he more

than simply a debating society or a second

whip meeting where memliers air their griev-

ances. It should play a significant role in

ie<(immending the dis|)ositioii of complicated

referral (|uestions on sigiiificanl legislation

and in coordinating priorities for scheduling.

It can help the Speaker to use more aggies-

sively and creatively his referral authority to

set deadlines and to me.sh those deadlines

with decisions on advance (\mr scheduling.

I

Suspension of the rules, which is the most

frequent technique used to pass less con-

troversial legislation, should be extended

to five days a week as a scheduling tool.
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availahilil) oliliis .l.-v i,-,-. u,il, |„..|.,-, d.l-

vaiice lioliic In nicinlx-i^ .ind < oiiMilUiluiii

ihe early poilioii oi a \\f>-k loi moic sub-

slaiitne Icpislalion and ^nc mcnil)cis

f;,..al,-, NU.'nlurln,,.,,,. \\,,.|„n,^l„„,

IViliaps llic iii(i>l hciiililoiiinc and coii-

Iroversial aspcci of House lloor pioccduic

results from die ddHrullv „i sinking a l.al-

.,nr.-lM'lu.-,.,M-.,ns,d<-,inj;i,.,;,-.|.,lmn mi m

Iimk'In indnid. iU in.iiiii.'i .iiid jllovMiii- il.

ininonlv |>a^t^ and in.liMdnal ni.'nih.'rs

mc-annigf[do|,ponuiiiIir-. i.. ,,ltr, Mll.TH.ilivr

silualion where Imii' is iiiidei suiiie soil ol

conlrol. ll deals vmiIi an i-soe and moves on.

in a straiglil line, unlike die Senale. uliieli

may never vole on a piece of legislalion and

shifts back and foilli among pending pro-

posals like a eireiis juggler. The House em-

ploys \arious parliaiiienlan devices llial

strictly limit both the use of lime and ihe

opportunities for ameiulmenl. and others

that open up the process to individual mem-

bers pro|K)sing ameiidnieiits or speaking, ll

is the balance between these devices that

lets the House be representative and delib-

erative, but also definitive, in its actions.

The standing niles of the Hou.se pro-

vide for the one-hour mle in debate, the mo-

tion for the previous queslion, strict limits

on the oppoilunily lor (|iionim calls, siroiig

recognition powers in the Speaker, and the

ri.il nilc>Mlcie<|ini.Ml I.. ,„,n h Ir I,., ,.,lin-

n.,l..,n-|.l.-,.,li„n..l
,

KiiU.nl,,, j.dU 1|„.

d.-bal.- and amending |M,..e>. ,11 die Coni-

.nillrcol llieWlmIe lluuse lleSlalcf

llir lioion |,i„M.I,'sll,.-Mi„-.| h,-.|urnl oppor

llinilies loi (l<-libeialioii. sin,-,, hills .lie ,le-

l,al.'<laiidcon-i.lei,..ll,„,Mnend,ii.-i,l,i„.le,

llie li\e-minule iiile piirsu.iiil lo a spei lal

rule rep()i1e<l by the Kules Commillee and

adopted by the House, and il is here llial

perceived abuses most often occur.

The minority strongly adxocales the

use o( open rules that alhiw unlimited ger-

mane amendments under the five-minute

rule, and has spoken sliarpK against the

increasing use of restriclivi- rules. We see

nothing wrong with the use of restrictive

rules for managing debate, in a limited

number of cases, so long as they allow suf-

ficient deliberation on the major proposals

and adequate participation bv a broad

range of members speaking on behalf of

their constituents. There is nothing vvrong

as they serve these purposes.
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lENEWFNG CONGf

h is illlliossihl.' loi rlu' ll.>us<'U>(ak<

llu- lime t(i lislt'ii lo I he mcu-. oI ill I iiicin-

l)<-is()iiallisMi<->. M<M i^ il .l.'sual.l.- r..i

llll-llliHTS 1(1 r<'<'l lll.n -IkMiM .lllcMipl Ici .11

dress r\i'\\ issue lluil (onics liefoiv llit-

U, TIk- h. I.,,,.-.I i)niiiiill<-(

syslcin lo |ii()\ uli' ln{ ihv i>iciii of Nilim aiiil

s|)ecializalion. I{ulcs fm flooi <(iiisi(l<'rulii)ii

nalurally give |)ie(ereiue lo iiienil)ers of llie

lelevaiil comiiiillcc- iMiidliiii; a pailiciilai

hill, ami Ih.-v ^h.Hil.laUuall.m access lo

lli.MHosI Mgnr.H,- ..|,|,..n,nl-.andlli„-.'ul„,

propose sigiiificaiil ,iiiieii(lini'Mls.

sliittixe lilies slioiild iiol Ix-coiiie llie iioiiii.

They sliould lie used unl\ when iieeessai"v.

All open mie should nol he p<'i(ei\(-(l as an

ahciTaliun. a lu\un ilii- Mouse caiinol af-

ford. The increasing practice of the Rules

Cominiltee majorily of routinely announcing

on the floor thai a rule on a foilhcoming bill

might be restrictive, and providing a dead-

line for menibei-s to submit amendments

they might wish to offer, represents a dis-

turbing trend that should be reversed.

It is diffieull lo define the point at

which a measure is considered under condi-

tions unfair lo the minority. Depending on

the particular situation, adoption of a mle

(hat does not pennit a pailicular amend-

ment to be considered could be interpreted

as an attempt to silence or (X'nsure the iiii-

iiorily; or as a management t(K)l to save the

time of the House from a frivolous amend-

ment without sigiiiricuni suppoil; or as a

soiiie aeces'^. bill mil so much as In le| i|

(liipa«a\ (iiii-laiilK at a inajonh proposal

umending priK-ess sliould be used b\ the

ininorit\ as a means of sharpeiiinj; its own

iiia\iiiiize llieii chances ol passap- mi llie

n<K)r. not just as a means of harassing the

majoritv m eiidlessK all.-.npliML' to pn.l,,.

loi «.MkM,-S.-.

I'loM,,,,- dn.„i-,ul,.„:l.. I!„|,-

(ioiimiillee. as llie vehicle lor llie inajorily to

vailla-ie llie peiidiiif; lejjisl.iliuri al llic c\-

llie niiiioiilv or bv miiioritv blix s williin the

inajoritv. These advantages <an come in the

form of limited debate lime, limited numjjer

and disadvantageous sequence of amend-

ments, and restrictions on the minurily's

right to offer a motion to recominit with in-

slmclions. The majority has developed vari-

ous rationalizations for its actions—pre-

venting excessive delays in the floor

schedule, blocking harassment bv the mi-

nority and floor voles intended to embarrass

rather than to represent legitimate alterna-

tive views, and hairing killer amendments

that could gut a bill, since the minority can

alwavs vote againsi the bill on final passage

instead. Taken together, however, they con-

stitute a disregard for minoritv rights, the

riglils of indiv idual members, and a dis-

missal of the constructive role the minority
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lENEWlNG CONGRESS

lU iilili/jii<; <IiIkiIc iikmc ((insliiiclivclv.

Congiess Ciin ovcnonw' the niiiul-spl of

nienihers, paniciilaiiv in llie House, lluil

tiebale is merely a filler lime dividinj; jieri-

(kIs of impoilaiil aclivily am! {giving mem-

bers a respite lo engage in other activities.

Tlie attitude toward general debate in the

House frequently resembles the Senat<-'s

use of quorum calls, which are intended to

delay action while members reach the floor

III li'<<-||l \<Ml>. i>il -lime liilU. ii.j|,ll)l\

the defense aiilhorizalion bill, llie House

into se<rtions thai deal with s|H'cific |iolic\

issues in the bill. The House (hen considers

and voles on even more s|X'cific amend-

ments, and might then resume debate on

some other issue. We find this practice con-

structive and recommend that it be used

more frequently on complex legislation, to

help members focus on broader questions as

they then move toward more panicularistic

amendments. If memliers find that debate

can actually help ihetn understand issues,

or is focused enoi gh on specific (x)licy

questions lo avoid llie negative perceptions

of the current process of general debate,

there will be additional incentives to come

to the floor and participate, or al least listen.
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COMMITTEE NUMBERS

It may not lie olivious why larger commillces.

more cotnmillees. and more assignments

for members are deleterious to Congress.

Bui there are good reasons wliy every

reform effort since 1946 has slrived to cut

ihe number of committees and subcommit-

tees, why most ohainnen liavc tried to re-

.l.irp. m.l in.-rease. ll„'M/.->.,fllwir pm.el-

in recent years, and whv one would be bard

pressed to Hnd a member of Cotigress who

is content with his or lier workload or urrav

of responsibilities.

The goal here is to meet Congress' re-

sponsibilities. There may not be an optimal

number of committees, but we believe there

are loo many now. Too many committees

mean more difficulty setting priorities (es-

pecially if every commitlee believes its pri-

orities are the most important ones), more

difficulty scheduling committee and floor

action, too much fragmentation of policy re-

sponsibilities and power bases, too many

demands for multiple assignments.

if there are too many, it does not auto-

matically follow that the deeper the cut in

committee numbers the better. Radical

cutbacks would reduce Congress' ability to

identify nascent policy problems, reduce in-

novation, and stifle individual talents. But

reducing the numbers, not radically but

prudently, would mean that Congress could

foeus Its attention more shar|)ly on things

that matter without decreasing its ability to

innovate and reach out: permit a modest

recenlralization of autliority and initia-

tive: focus attention on which policy areas

should he <i)nsolidated or liighlighted;

and make it easier to create panels roughly

equivalent in workload, responsibilities,

and attractiveness.

How do you cut iJie nuniljer of commitlees?

[First, the Senate should follow the lead

of the House and eliminate select and

special committees (excluding intellh

gence and ethics).

The conccpl of select conimillees should

not be abandoned by Congress: the ability

to focus on a new, emerging and impor-

tant policy area, whether it be hunger,

narcotics control, or families, or to investi-

gate allegations of wrongdoing, from Water-

gate to Iran-contra, is important for the in-

stitution. But select committees are, and

should be, created for a limited and finite

amount of time, to investigate, hold hear-

ings, issue reports, and spotlight a problem.

If it has legs, and can meet the tests of im-

portance and priority, a subject or issue

should then be the focus of a subcommittee

on a standing commitlee or a standing com-

mittee itself. It is symbolic of the larger

problem of self-indulgence and committee

system inflation thai select commitlees are

invariably created for one Congress and in-

evitably continue for many more.

The Select Committee on Indian Affairs
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is a good exaiiipU-—niif for tthich «< have

special itisiglil. sime Nonnan Omslciii. as a

staff mcnilHT of llu- Slcvensoii Comniillcc.

worked directly on it. Tlie Indian Affairs

Committee was created out of the Stevenson

Committee reforms in 1976-77. to deal with

a specific proi)leni. A fe<leral commission

on Indian affairs was scheduled to release a

wide-ranging report the following year: at

the request of then-Senator James

Ahourezk. the Stevenson Committee d(>-

fi-rrcd for one Concress its jiid<:niPnl to |p\il

liuiiun Affairs juiisdiclioii in ihi- LjIioi ..mi

Human Resources or the Energy and N;ii-

urai Resources Committees, to enable a

temporary select panel to consider the com-

mission report. Its creation was accompanied

by the solemn promise of Senator Alx>urezk

that it would last for one Congress—and no

more. It is bemusing, in a way, sixteen yeare

later, to see tlie ploy to remove "select" (rom

the committee's name as a way to avoid its

elimination—since it should be exliibit A in

why tlie system has gone out of control.

Select committees mean more panels,

more assignments, more fragmentation,

more staff, and less focus for the standing

committees that have legislative jurisdic-

tion. They are not the only committees that

should be consolidated with other, larger

panels to create some disciplined focus in

broad-based standing committees with sig-

nificant workloads and jurisdictions.

Congress also needs to address the

issue of joint committees.

We t>elieve that permanent joint com-

mittees do not usually work—the dispar-

ities in chamber sUe. time commit-

ments, and outlooks make joint panels

singularly ineffective—and they should

be eliminated,

lo be sure, the only joint committee fo-

cused on a substantive area is the Join!

Economic Committee. Joint Economic has

a special hislorj', and a unique role, and its

nM<-iilion would be reasonable and dcf.Mi-i

l>l<-. Bui w.' Ix-licvc a slroncer ca-.- . ,111 !..

iiia.l.- kii rliminaling 11 and giving Us

broader economic focus, including its over-

sight of the Economic Rei>on ofthe Presuicnl.

to the two chambers' budget committees.

The other pennanent joint committees

exist for specific reasons. The Libran' and

Printing Committees act as coordinators for

functions that are within the purview of the

legislative branch as a whole, not the House

or Senate separately. The Joint Taxation

Committee is effectively a staff holding op-

eration to sen'e the House V^'avs and Means

and Senate Finance panels.

Is it really necessary to have congres-

sional committees, with assignments and

requisite responsibilities, to handle these

functions? We think not. The library and

printing functions, in our view, could be

handled by administrative panels consisting

of appropriate congressional officers, over-

seen by the joint leadership. The printing

function itself needs a careful l(jok: is it re-

ally appropriate for the legislative branch lo
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have jurisdiction over most executive

hrancli printing, via the Govemnienl Pnnt-

ing Office? We believe thai Congress

should have responsibility for congressional

printing, with that responsibility handled

administratively. It should transfer direct

control over executive branch printing to

the executive.

The Joint Tax Cuinmillee's staff is truly

one of Congress' success stories, with its

consistently firsi-rale. nonpartisan profes-

sional team l!ul il iic<-(l not Ix- orjiaiuzcd .i>

a separnli- coMpri'ssKinal coiiimillci'. \^''

recommend that the Joint Tax Committee be

turned into a Congressional Revenue Office.

parallel to the Congressional Budget Office.

or belter yet. folded into CBO.

COORDINATING MECHANISMS

Even if one had caile blanche to rearrange

jurisdictions as one wished, there would

be substantial overlap in broad and impor-

tant policy areas, and there would be emerg-

ing issues ignored or left unidentified

by the committee system. To pull all health

jurisdiction together, for example, would

mean disrupting jurisdiction over taxation,

education, science, veterans, defense, and

other areas. However desirable it is to have

a tidy process in which only a single com-

mittee readies legislation for the floor, each

chamber must have mechanisms and strale-

-ii-s furtlealinst with the fait that sevi'ial

lommillees will "fifn dcmanii. and merit, a

pic<e iif the a( tion <in pn-ssing \w\'»' pmbU-nw.

The House should make more frequent

use of the ad hoc committee authority

that now exists, under which the

Speaker can propose to the House the

creation of a temporary panel, with mem-

l)ers drawn from a range of standing com-

mittees and a chair designated by the

Speaker, to address an important policy

matter comprehensively and quickly.

The Senate Majority Leader should be

able to propose, through privileged, norv

debatable motions, the creation ot ad

hoc committees on matters involving two

or more standing committees, as well as

on a few important policy matters that

generate such broad interest that a sin-

gle committee cannot capture the varia-

tion in opinion.
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M "We have sihfif up our

processes vcilh the kind of

staff associated with large,

hierarchical bureaucracies,

which is not meant to be

the deliberative mode of

an assembly.
"

VERBATIM FROM THE ROUNDTABLES

CONGRESSIONAL STAFFS

Few areas of Congress have been largeied

more vigorously or universally for criticism

than congressional staffs. The image of a

bloated congressional bureaucracy res-

onates with voters. How else can one ex-

plain that in the third presidential debate m

1992. candidates for the White House got

into a bidding war over how much they

would cut congressional staffs, with Bill

Clinton calling for a 25 percent cut, and

George Bush upping the ante to 33 percent?

11'.,^ iiiiaco <)( llie bloatrd .-lafl h<i> l.rrom,- a

symbol u( the complaccni. self-indulgent,

over-aclivisl Congress that Congress bash-

ers and would-be reformers like lo portray.

The staffing issue, for the most part, is

not one to be decided by the party caucuses.

but ratiier through the deliberations of the

Joint Committee. That should include a

workload audit of committees and subcom-

mittees to assess overall staffing needs. It

should include as well the support agen-

cies—the General Accounting Office. Con-

gressional Budget Office. Office of Technol-

ogy Assessment, and Congressional

Research Service. But the popular appeal of

staff cuts suggests that we address the issue

preliminarily now. A simple across-the-

board cut in staffs to reduce costs would be

a templing recommendation to make. It is

simple, easy to explain, and popular. But

the issue of staffing is more complex; it goes

far beyond questions of size and cost to

broader issues: how staff are. allocated, how
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llio\ aic ua<'(J. and liow professionalized

ihey arc—indeed, lo questions of what we

want Congress lo be. and whether we are

ivilling lo damage some basic functions to

arhievi- olher. ciirrentU popular goals.

VV'e believe that congressional staff ran

and should be cut. just as White House and

executive agency staffs can and should be

cut. The question is how, and by how much,

to achieve goals of efficiency, cost savings.

and appropriale institutional focus, without

• M-Jiiti!; iDO iTi;jrh dnciilar% damagi" Our

problem »iih across-ihe-board staff cuts is

imniodiatclv apijarciu: they would bo coun-

lerproduelive. The more efficieiitly iiin. al-

ready over-burdened areas of the Congress

would be hardest hit by such cuts. Rather

than promoting efficiency, cuts would be

likely to increase inefficiency and staff

turnover and further weaken the institution.

There is no doubt that congressional

staffs have grown sharply in the past quarter

century. But this is another area where con-

ventional wisdom is wrong. The explosive

staff growth occurred from the late 1960s

through the mid-1970s, coinciding both

with the move to democratize Congress and

with the sharp increases in the staffs of both

the White House and the Executive Office

of the President. Staff growth leveled off in

the late 1970s, before the Republican

takeover of the Senate and before the Rea-

gan era. Staff sizes, personal and committee,

are lower in the most recent systematic

count than they were a decade ago.

That docs not mean that congressional

staffs are now streamlined or that conimit-

lees and offices are lean and mean. Each

has lo be looked at individuallv.

COMMITTEE STAFF. The focus of executive

branch and private sector ire at congres-

sional staffs is on the committee side. The

charge is that committee staffs have become

individual power brokers, generating unnec-

essarv conpressional activitv. including ex-

rev<iv<- iner«if;lil and legulation. demanding

lliat cabinet officers and other top uliituU

lestifv in from of scores of panels and focus-

ing more <iii ilieir own policy and pulijir re-

lations opportunilies ihan on producing a

collective legislative product. In the end.

then, instead of alleviating the congres-

sional workload, they generate more work

and ultimately clog the process.

There is clearly some truth lo these

charges. But serious cuts in committee and

subcommittee staffs would not be without

adverse consequences. Major cuts in com-

mittee staffs would almost certainly make

Congress more dependent on the executive

branch and on interest groups for informa-

tion and guidance. There would be a recon-

centration of staffs and power at the full

committee level, increasing the power of

committee chairmen, while also likely limit-

ing the professional staff available at the

subcommittee level to the subcommittee

chairmen.

Such cuts should be made carefully to
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make sure ihal the iinintcnde() conse-

quences do not outweigli llie intended ones.

Serious cuts in commillce staffs should onl\

be made in conjunction with broader com-

mittee reforms cutting the number of com-

mittees and subcommittees and the number

of assignments.

But K would be appropriate now to elimi-

nate "associate staff," those aides avall-

abie to rank-and^le members on several

Important committees In the House and

on many panels In the Senate.

Valuable as ihcir expertise nia\ he id ihc iii-

dividual members, associate staff have on

balance fragmented expertise and diluted

resources on the committees. If individual

members feel strongly enough about the

need to have their own designated staff

monitoring a committee, they should pay for

it out of their office allowances: otherwise,

they should be able to utilize the core cen-

tral professional staffs on their committees.

Committee chairs and ranking minority

members, who often exercise total control

over the staff, should be forced to allow the

staff to work more directly with all other

committee members.

PERSONAL STAFF. Each House member is cur-

rently entitled to hire eighteen full-time and

four part-time employees. Measured by hard

work, long hours, and dedication, the office

staffs of virtually all members of Congress

are no sinecures. Hill staff work hard, are

not generally overpaid, and do serious

tasks. An^ significant cut in the sizes of

personal staffs would result, then, in the

loss of some functions now performed by of-

fices, either answering mail, doing case-

work, or assisting in legislating.

Clearly, more office staff are devoted to

processing mail than any other single task.

No doubt some of those staff resources help

to generate a lot of the mail that comes to

Congress. Bui with a variety of computer

software programs and information services

such as Prodigy aggressively selling ser-

vKTs ihal make it easier for cilizi'iis lo unir

their congressmen, and with interest groups

themselves generating huge volumes of

mail. It would not sene the represenialive

function of Congress to curtail the abiliiv of

lawmakers to answer letters from their con-

stituents.

Still, there should be ways to streamline

this function, to consolidate in some central

staff operation a portion of the mail process-

ing and casework functions, so that personal

staffs can be pruned. More generally, we see

a good reason to try to cut back on the size

of House personal staffs. Each member of

Congress now is the equivalent of a small

business proprietor, running a shop with

twenty-two employees (and usually several

additional volunteers and interns).

The member and the administrative as-

sistant have to spend significant amounts of

time simply dealing with personnel, office

administration, and their own bureaucra-

cies—time that gets taken Sway from legis-
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lating or deliberalion. We would like to see

a realislic limit put on the size of each of-

fice, one a bit lower than now. and ensure

that the numbers do not rise, that members'

offices do not move from small businesses lo

large ones.

We recommend that the House reduce

the size of House member offices from

eighteen full-time employees to fifteen

employees.

We recognize that this change would cause

.~<>me serious disruption m main Hnii'c ..f-

ficcs. To ensure that offices could opirjir

efficiently and well, we have severalolhei

suggestions:

The House should leave the office staff

budget allotments at their current level,

to give members more flexibility to hire

and retain professionals; K should also

create an Office of Congressional Staff

Services to assist members In handling

bulk mall and ancillary casework k)ads.

In addition, we would make a broader ad-

ministrative change:

The existing restrictloRS on the ways

members can alk>cate their office re-

sources should be eliminated, to allow

members more management flexibility.

PROFESSiONAUSM. One of the biggest con-

cerns about congressional staffs, rarely

mentioned by critics, is the level of profes-

sionalism. Staffs are hired in a haphazard

fashion, without any formal standards, often

through an old-boy network, with a continu-

ing role for patronage, including in both

parties' leadership structures. Turnover is

alarmingly high. Older traditions, emphasiz-

ing nonpartisan, career professionalism that

are still typified toda\ by the staff of the

Joint Committee on Taxation and on some

Appropriations subcommittees, have eroded.

Manv staff see their posts as temporary,

mere springboards to posts in the executive

branch or downtown in lobbying or law firms.

It is good for Congress to have some

< ontiiujiMc flow of onerpv and id(>as into llie

instiiulion. and lo givr people an opjioriu-

niU lo spenii a couple of \ears expenoncinj;

llic legislative process from the inside. Bui

il IS also important for the legislative branch

to have a core of experienced, highly quali-

fied, long-term professionals.

To these ends, we recommepd the fol-

lowing:

Tie the House and Senate to the same

payroll system to reduce the chances of

orte house rakllr\g the other for staff.

Direct the House Administration and

Senate Rules & Administration Com-

mittees to create more formalized hiring

staitdartis akin to those In the executive

branch, and to create a formal Job-tralrv

ing program for congressk>nal staff.
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Mr. Packard. Thank you very much, Mr. Ornstein.

We are pleased now to have Tom Schatz, Citizens Against Gov-
ernment Waste with us, and we would like to hear from him.
Mr. Schatz. Thank you very much, Mr. Chairman.
I will be brief. These three gentlemen have been excellent wit-

nesses and have put in a lot of points that we also agree with in

terms of privatizing the GPO, in terms of reductions at GAO. I had
asked my staff to look for an article that I couldn't quite remember,
but it was Legal Times, February 10th, 1992, where they literally

went through 20 years of GAO reports and made the point, for ex-

ample, that since 1972, GAO had issued more than 130 reports,

echoing the theme that the Pentagon squanders billions of dollars

because it can't keep tabs on spare parts and other inventory stock.

You add that to things like the Packard Commission report, the
Grace Commission report. Finally last year some action was taken
on procurement, but I am sure that all of those recommendations
still haven't been done.
We have found, as Joe Wright mentioned, that many times these

reports are requested, the blue books are waived around in sub-

committees and full committees and then again nothing is done,

new chairmen might come in or new staff might come in and ask
for basically the same information.

I think taxpayers made it clear in November, they want action,

not more reporting. And since you all do control the volume over

there, I also agree that we should take steps and make some stand-

ards.

Your former colleague, Bill Frenzel, in discussing this made the

point that GAO needs a clearer mission from the Congress so they
won't be spinning their wheels and wasting taxpayer dollars drum-
ming up ideas that are then ignored. Mr. Bowsher also said that

Congress could be making better use inviting people to testify at

the agency's authorization. And I think that is probably done a lit-

tle more than it has been in the past.

One perhaps facetious comment from the congressional staffer

was that GAO could flag certain areas that are dealing with many
reports and simply refuse to follow up until progress has been
made on other recommendations. We have seen these volumes of

recommendations, hundreds, sometimes thousands in a year, and
again, I think it is time to act on those. And we appreciate that

you are reviewing their function.

When I worked for Congressman Fish for six years, I worked on
the Republican Research Committee's High Tech Task Force, and
with all due respect to Mr. Hill and the OTA, I really remember
very little that we found useful from OTA during that several-year

period of work on what was really those same issues. And in terms
of review, we don't want to tear things down, we want to make
them work efficiently and effectively, and I urge Members to do
that as they review the various functions of the legislative branch.

With that I will conclude my remarks and be glad to answer
questions.

[The information follows:]
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Testimony of

Thomas A. Schatz,

President,

Citizens Against Government Waste

before the

Legislative Subcommittee on Appropriations

February 2, 1995

Good morning, Mr. Chairman. Thank you for the opportunity to testify today

before the Appropriations Subcommittee on the Legislative Branch. My name is Tom
Schatz and I represent the 600,000 members of Citizens Against Government Waste

(CAGW). Your interest in CAGW's comments are a true indication of the tidal wave of

change that swept the country on November 8th.

CAGW was created 1 1 years ago after Peter Grace presented to President Ronald

Reagan 2,478 findings and recommendations of the Grace Commission (formally known

as the President's Private Sector Survey on Cost Control). These recommendations

provided a blueprint for a more efficient, effective, less wastefijl, and smaller

government.

Since 1986, the implementation of Grace Commission recommendations has

helped save taxpayers more than $250 billion. Other CAGW cost-cutting proposals

enacted in 1993 and 1994 will save more than $100 billion over the next five years.

CAGW has been working tirelessly to carry out the Grace Commission's mission to

eliminate government waste.

Mr. Chairman, you and the members of this subcommittee face one of the most

important tasks confi-onting our country ~ eliminating unnecessary spending and

streamlining the government. Not only do you have an opportunity to save tax dollars,

but you also have the chance to alter the power structure and the log-rolling that too often

occur with appropriations.

The first step is to reverse some old assumptions. Congress has often viewed

programs as perpetual, without taking enough time to evaluate their effectiveness. The

premise has been: How much was spent last year, and how much are we supposed to

spend this year, rather than whether the money should be spent at all. This is, after all,

not the government's money ~ it's the taxpayer's. Every expenditure should be viewed

from the ground up ~ instead of making the assumption that everything is sacrosanct.

We would like to both thank and congratulate Senators Domenici and Mack for

reviving the Joint Committee on the Organization of Congress' recommendations and

making additional proposals to streamline the Senate in their working group on

congressional reform. American taxpayers should be pleased that the Senate will take up

reforms such as restricting service on committees, reduced committee leadership office
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and support agency funding, and changes in the budget process and floor procedures. We
hope to see those recommendations passed this year. —

Mr. Chairman, when Presidents Roosevelt and Truman won World War II and

President Truman moved on to the Korean War, there were only 1 93 congressional

committee staff. That's why CAGW applauded the cuts in committee staff made on the

first day of the 104th Congress and we urge the Senate to follow suit.

CAGW has made numerous suggestions to reduce and eliminate wasteful and

duplicative expenditures in the legislative branch. Our recommendations would save the

taxpayers tens of millions of dollars each year.

First, the budgeting process should be more effective and efficient. We support

biennial budgeting, which would make the authorization and appropriations a two year

event. With biennial budgeting, planning will, as it should, take precedence over

spending. Expenditures can be made in one year and oversight can be conducted in the

following year. Currently, there's little time to think about how the money is being spent

because so much energy is given to just spending it.

The franking privilege allowed members of Congress has long been criticized by

taxpayers as a campaign and incumbency protection tool. Each year Congress has been

budgeted more money than it actually needs to maintain correspondence with their

constituents. With new technology, taxpayers who send in a simple comment on an issue

are subsequenly bombarded with unsolicited mail from members about their great interest

in that issue. With the advent of C-SPAN, local media coverage of Congress, and the

availability of information on the Internet, voters have adequate access to information

about their representatives. They don't need specialized mailings that cost much and

deliver little.

In the 1994 Prime Cuts. Citizens Against Government Waste supported a 50

percent reduction in congressional franking and a stop to the practice of unsolicited mass

mailings by members, with five-year savings of $100 million. Last year. Congressman

Torklidsen proposed automatic disclosure of monthly franking reports; we agree. In

order to provide accurate information to voters, we implore you to avoid lumping the

franking budget into a general office account. Finally, the Franking Commission should

be abolished, saving even more money. By being open with America, you can restore the

faith that they once had in their government.

We also have suggestions for elimination of duplicate agencies in the legislative

branch. Currently, members of Congress can obtain tax and budget information from the

Congressional Research Service (CRS) or the Congressional Budget Office (CBO), order

a study from the General Accounting Office, go to the staff on the Joint Economic

Committee, Ways and Means Committee, Senate Finance Committee, House and Senate

Budget Committees, and the Office of Management and Budget. Last year, Congressman

Charles Taylor said, appropriately, that we don't need thousands of employees and the
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expenditure of hundreds of millions of dollars on such duplication, especially when
millions of people are already making sacrifices. Mr. Taylor also recommended -

consolidating legal staff for committees, subcommittees, and various branches of

government; given the plethora of lawyers in Washington, that can only be of great

benefit to the taxpayers.

Mr. Chairman, the Congressional Office of Technology Assessment (OTA)
should be eliminated. Most, if not all of the information that is provided by the OTA, is

duplicated by other government services, such as the executive branch, congressional

committees, and the Library of Congress. By eliminating the OTA, taxpayers would save

$21 million in one year and $105 million over the next five years. The Joint Committees

on Printing, the Library of Congress, and the Joint Economic Committee should also be

eliminated because they do not produce any legislation and are superfluous to the

legislative process. The elimination of these three committees would save the taxpayers

$26 million.

CAGW supports a 1 percent reduction in the Architect's funding, to encourage

efficiency and eliminate wasteful spending, a savings of $50 million over five years.

There has not been an authorization for $71 million to build an imderground visitors

center at the Capitol, and we oppose any appropriation for such a purpose. There has not

been, to our knowledge, a massive demand by tourists for such a facility. I'm sure most

Americans would be happier waiting on lines or suffering some mild inconveniences at

the Capitol, knowing that Congress is not spending the money and won't be passing on

another white elephant to their children and grandchildren. While plans for private

fimding of the visitors center are under consideration, I have little doubt that eventually

taxpayers will be holding the bag for whatever is not financed privately, along with

annual expenditures for staff and maintenance. It's time to pull the plug on this project so

it does not become a monument to the failure of our government to get spending under

control.

As you may know, the Grace Commission proposed privatizing government

services to shrink the federal payroll and increase efficiency in government-related

projects. The maintenance and construction budget of the Architect consume valuable

dollars because of payroll expenses and equipment costs and upkeep. By privatizing

much of this work, the taxpayers could still receive comparable work at a more affordable

cost.

In addition to privatization on the Hill, CAGW supports contracting out General

Accounting Office services to private companies and reducing their budget by 33 percent,

which we project will save taxpayers more than $600 million in the next five years. In

1980, GAO's budget was $204 million. By 1985, it increased 47 percent to $299 million,

and by 1989, it grew to $346 million. Between 1990 and 1991, GAO's budget grew by

14 percent, and in 1994, it was $435 million. By reducing GAO's expenditures by one-

third, to $333 million annually, it would still allow GAO to do what it is charged with ~

investigating government waste and inefficiency, and auditing federal agencies. Since
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more than 80 percent ofGAO's work is a result of congressional requests, there's a simple

way to meet this budget cut: stop asking GAO to issue reports, many of which simply're-

hash old subjects upon which Congress has simply not acted.

Congressman Chris Cox, Republican Policy Committee Chairman and House

Grace Caucus Co-chairman, has led the way in calling for cuts in GAO. He's right ~ it's

time to cut back on an agency that has turned from a way to get rid of government waste

into a source of government waste.

We also ask that you investigate completely privatizing the Government Printing

Office. With more than a $100 million budget and more than 5,000 employees, the GPO
is known as the world's largest print shop, despite almost 75% of its work being done by

private companies. By totally privatizing the GPO, the cost of maintenance and payroll

would be eliminated and would drastically reduce how much Congress spends on

printing.

CAGW agrees that GAO, GPO, CBO and CRS permanent authorizations should

be repealed and eight-year, or lesser, authorizations should be enacted. The Senate

working group also recommended that these instrumentalities institute cost accounting

systems to inform committees of the cost of each service, examine the feasibility of

establishing a voucher system for committee's use of their services, and obtain

reimbursement for the use of their detailees. Senator Mack, we congratulate you and

Senator Domenici on recognizing that there is no free lunch.

Mr. Chairman, this body and the agencies under its jurisdiction should set the

example for the rest of the government. Before approving the expenditure of one tax

dollar on programs under your jurisdiction, members of this subcommittee should ask

themselves two questions: (1) is this project or agency worth the fiirther weakening of our

representative government? , and (2) is this a project or agency that I want my children

and grandchildren to be responsible for paying? When considering rescissions for this

fiscal year, those same questions should be asked.

Taxpayers are suffering from the costs of inefficient government. The national

debt still grows by more than $388,000 each minute. We are calling on you to answer the

call for reform and spending cuts that taxpayers made on Election Day.

Congress usually has good intentions when appropriating money, but the power to

do good is also the power to do mischief wdth our tax dollars. Care must be taken when

looking at individual projects and agencies; the more open and honest you are, the more

likely a project or agency is to withstand the light of day.

By adopting the changes recommended by CAGW, this subcommittee can signal

a new beginning that other subcommittees can follow.
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People want their power back. By cleaning up the appropriations process, you

can make a difference. Discretionary spending is one-third of the federal budget; it's real -

money. It's time to stop taking our tax dollars and start making tough choices.

Taxpayers are no longer amused by inadequate and irresponsible management of

our government, because their future is in jeopardy. The budget crisis cannot be ignored,

and that's why their amusement has been replaced with outrage. Members of this

subcommittee must be equally as outraged. You hold the "zero power" to cut the waste.

Restoring fiscal sanity to our nation is the most important job for the 104th

Congress. The country is awash in a sea of red ink, and every day slips perilously closer

to bankruptcy. The national debt is expected to rise to nearly $6 trillion by the end of the

century. This is not the legacy that we should leave to our children and grandchildren.

Spending has not been cut to the bone. Money is being wasted daily and the clock is

ticking. We're sitting on a fiscal time bomb that needs to be defused.

You have an opportunity to continue the mission that Peter Grace and Ronald

Reagan started 13 years ago when President Reagan signed Executive Order 12369 in

1982 formally establishing the President's Private Sector Survey on Cost Control, and to

deliver on the call for change made on November 8th.

This concludes my testimony. I'll be glad to answer any questions you may have.
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Mr. Packard. Thank you very, very much.
It may be necessary for us to go a Httle beyond 12:00 to get all

of our questions in to take full advantage of this panel. I will turn
now to Senator Mack for questions.
Senator Mack. Thank you, Mr. Chairman. And let me express

my appreciation to all of the panelists for your thoughts and your
input, even those in which we might have some disagreement. Very
thoughtful presentations and I appreciate that.

Norm, I was struck by a couple of your comments. The one, the
seamless web, and I am going to draw some conclusions from that
and you tell me whether I am heading in the right direction on it.

My interpretation, my reaction to it is that you are absolutely
right. There is an interconnection to kind of everything we do in

the Congress.
We are trying on the Senate side to reduce the number of com-

mittees and to reduce the number of subcommittees and limit the
number of committees that Members are going to sit on. All of that
has a tendency to start limiting or reducing the size of the organi-
zation, and as you bring down the size of the organization, one
could draw the conclusion that you will be making less demands
on the various support agencies. Is that in essence what you
were
Mr. Ornstein. That is part of it. And I hope that that is what

happens. But I also think you will limit your demand if you find

ways to directly limit your demand, as well.

The other thing that you have to take into account, though, is

—

as you cut say substantive staff back, as you consolidate and prune
as you should—one way in which you can more efficiently get the
same information that you need without adding enormously to ex-

pense is to pool resources. And that in effect is what support agen-
cies are supposed to do.

Now, that doesn't mean that you can't cut them back or even
consolidate them some as well, but what I am suggesting is that
if you move as you have towards a 15 percent cutback in committee
staffs, and you cut other staff as you eliminate committees, make
sure that you are sensitive, when you look to see who is going to

where you are suffering losses that you may want to compensate
for by not making comparable cuts in some of the support agencies.

So I think as you cut back in the House and the Senate, it is

going to make it easier to accommodate the kinds of cutbacks you
are talking about in the support agencies, but just look at them
carefully and recognize that where you are cutting committee staff,

you may in fact not want to make the same kinds of cuts in other
places that could compensate for the information you lose.

Senator Mack. I, too, have similar reaction, as Mr. Ornstein did
to your comments, Mr. Hill, with respect to the example. I mean
my reaction was kind of, well, that is exactly what we want to have
happen, in the sense of if somebody actually goes through the
thought process of saying you know what, the cost of that report
is more than I want to pay, and I think I am going to wait; that
is a signal to me that that report really wasn't all that important.
It creates a hurdle or a threshold that one has to think through
and say, does this really make sense to spend these resources to

get that information. And I really do think that—I don't know ex-



1176

actly what the threshold or what the hurdle should be, but there

has to be something that individual Members think, is that—do I

want to take those resources out of my personal office account and
spend them for that purpose?

I think that is what the whole pricing mechanism is supposed to

do throughout society, and I think it is reasonable to do that from
an information standpoint as well, but I know you disagree, so we
will give you another shot at it?

Mr. Hill. Mr. Chairman, in many ways I don't disagree. Let me
try to parse this out just a little more carefully.

If we look at CRS, they do a wide variety of things for the Con-
gress, for the committees and for the Members, and by the way, in

terms of CRS, a great deal of the demand is member-office driven
as opposed to committee-driven.
So to the extent that decisions had been made to protect num-

bers of Members' staffs, you may well not see a sort of propor-
tionate reduction in demand on that side. But a lot of the member-
office requests are fairly easy to answer.
You go to an encyclopedia or dictionary or Bartlett's Quotations

and get the kind of fine allusions that Congressman Thornton
opened his statement with this morning, you know, of what some
ancient Greek philosopher might have said on responsibility, CRS
specializes.

Mr. Thornton. I just want to say that I did not use CRS for that
purpose.
Mr. Hill. I thought you might have gotten a better one had you

gone to CRS. Things like the issue briefs, a little five or 10-page
summary on hot topics. You probably don't want to set up a system
that requires a Member to request an issue brief on Palestinian-

Israeli relations. That is something that CRS has to be able to ini-

tiate, they know the demand will be there, the cost of doing that
is not very great.

Now, where the problem is, strikes me, is with the large reports

when they are done by OTA or occasionally by CRS, or occasionally

by GAO. And let me suggest to you that in the case of OTA, you
have a fairly rigorous mechanism for vetting proposals. OTA
projects do not get started on a whim. It is very difficult to get the
board and the board staff" and the director's staff to agree to spend
their resources on a particular study, knowing that their commit-
ting, two, three, four, $500,000 out of their own budgets, whatever
the size of the budget.
With respect to CRS, let me just say with regard to major

projects, there is a certain genius in the organization that exists

over there in which people, like when I was on the staff, get re-

quests to do a big study. The first thing you do at CRS is say, you
know, we have already got something on that. I remember someone
who called and said one day, a member staff, not a senior commit-
tee staff, and said, my boss is interested in solar energy. This was
about 1980, 1982, maybe. No, it had to be 1984, 1985. My boss is

interested in solar energy. Could you send us over what you have
on solar energy?
My answer was, if you will rent the dump truck, we will send

it over. Now, let's talk about what you really need to know.
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Well, it turns out that there is a guy in the district who is trying

to get a little photovoltaic, high-tech start-up firm going, and what
he really wants to know is whether the Energy Department has a
little pot of money that might help the guy in the district. So it is

a process of negotiation and back and forth. And most of the de-

mands get whittled down.
In fact, CRS can get by with a remarkably low-rent response to

most requests, because the staff know, they have seen it before.

This is the ninth time this week that I have had a request on
something or other. And it seems to me if you try to establish mar-
ket-like mechanisms that meter that flow, you will end up interfer-

ing with what is actually a rather intelligent and capable system.
Now, I am not going to speak to GAO, because I think you have

a different problem there. I have, frankly, a great deal more sym-
pathy with the other witnesses on that question, and I just don't

want to talk about that.

Mr. Ornstein. Let me just disagree. When I was on the staff,

people used to call CRS all the time, partly out of fundamental la-

ziness, because it was easy to just call up CRS and say send me
over this rather than look it up yourself. There was no reason not
to, from your own perspective. And an awful lot of the work that

CRS does is gopher kind of work that ends up spending a lot of

time and money for I think no particularly good reason, and often

information that either wasn't necessary to get or that the staff

could have gotten themselves.
Now, I do think there is a better way, too, and that is let's wire

this place and let's, as other witnesses have suggested, put all of

the CRS materials on-line for everybody. There is no reason not to

have those issue briefs and other papers out there, and frankly, let

the staff go on-line and fmd a book or an article. We used to get

articles Xeroxed or sent over or asked for books or asked for quotes,

just because why not? Or letters would come in from constituents

and you just pass them on to CRS. If you have no reason to think
twice, you are going to go ahead and do things, and it is a waste
of taxpayer resources.

There are better ways of doing it. It may cost more money to

computerize this place in a way that information is more easily

achievable. Let's spend it for a good, long-term purpose where it is

going to save money over the long term.
Mr. SCHATZ. Could I just say something? I worked for Hamilton

Fish for six years and I remember requests coming from high
school students who would go over and ask CRS to write papers for

these kids, because that is what everybody did and it didn't cost

us anything, and certainly you have to start drawing lines. That
is an easy one, but there are clearly levels above that where the
information is available. I missed CRS when I left the Hill, but we
lived without it. We found other sources out there to get the same
information.
Mr. Mason. If I could, I would like to point out also that until

just a couple of years ago, CRS employees were required to log

their time. And all the professional employees when they did re-

quest reports or whatever, and for some reason in just the last few
years, CRS did away with that.
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That would seem to me to be a marvelous basis on which to

start, just like lawyers log their time, of going back and coming up
with some kind of counting mechanism. It seemed to work, it may
have been that way when Mr. Hill was there, and you can use that

tool to start looking at, okay, how do we set up a system for charg-

ing or whatever.
Mr. Packard. These comments are really good, because they do

parallel what I think our intent is, and that is—as we transfer into

the electronic information age and equip our agencies with the abil-

ity to provide that information and our offices with the ability to

receive that information—there needs to be a transformation as to

the rules and regulations that would follow that process.

That is another area I think we are going to have to look at, how
to make those rule transitions as we make the transition into the
electronic information age.

Senator Mack. Just a last comment.
I appreciate the comments that you all made with respect to

doing things carefully, that we have got kind of a marker out there

of 25 percent with GAO, we want to make sure that we do it cor-

rectly, not just to meet some target. So I appreciate the points that

you all made relative to that.

Mr. Packard. Thank you. Mr. Fazio.

Mr. Fazio. Thank you, Mr. Chairman. I appreciate you saying
that, Connie.

I think that indicates that we are taking a glide path and not
going off a precipice and I think that is important. Well, I think
everybody here understands GAO's problems, the bureaucracy,
clearly, and one needs to remain vibrant, and it is difficult. And yet
I think Norm Omstein's comments about the dedication of public

servants are also appropriate there.

I do think that Chuck Bowsher is moving in the direction of try-

ing to tighten the operation and make changes in the way he man-
ages his downsizing, through the early-out process, particularly to

manage the departure of the people who need to go and to open up
opportunities for advancement and for new hires in the areas that

the GAO needs to go and to be relevant to what we are doing and
downsizing is just now a question of how many, over what period

of time.

You are preaching to the choir when you talk demand side here,

because this is the committee that is always paying the bills and
understood that we couldn't have unfettered access to these agen-
cies, but each one is a little different in the way they function. I

think the biggest problem is in CRS, no question.

And there is an awful lot of replication of work, you know, send
him the one we sent out the other day. In fact, there are a lot of

standard materials that are just sent to solve many of the ques-
tions that come. But I do think some offices abuse the privilege and
others barely use the facility.

And you could go over and quickly determine that. We have al-

ways shied away from attempting to manage Members. Ultimately,
it comes down to someone communicating, maybe it is the head of

the office, with those who are abusers who are overutilizing the
agency. But we have to be careful about how we deal with this in
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all of these agencies, because the rights of the minority are impor-
tant here.

For example, if we make committee chairmen scarce, as too often

has been the case perhaps with GAO, we often undervalue newer
Members, people who don't have access at any given point. I admit,
Mr. Chairman, I haven't worried about the rights of the minority
quite as much. But I think I do remember this in prior hearings
where I raised this issue. You can't have all of the work at GAO
being at the behest of six committee chairmen, because you really

do stifle the intent and creativity of process. And I think new Mem-
bers at some point need to have some equal access to information,

regardless of their status or tenure.
I wanted to show what I talked about in the first panel with Joe

Wright. This is the research notification system, which is a require-

ment that this committee imposed on these four agencies. It says
it was established to avoid duplication of effort among Congresses
for support agencies, and it goes on to discuss in some depth the
way in which they meet and try to deal with these issues. We list

all of the reports that are completed or underway in a given period

of time, and it is designed to eliminate overlap and duplication.

It facilitates the right level of analysis for the level of serious-

ness, importance of the question. So if it comes to OTA as has been
said, it won't be responded to unless the board determines it will

be, unless of course some Members of Congress write it into legisla-

tion, which is often the problem, and we have to tell them not to

fund it, because it is OTA's board's decision, not some committee
of Congress operating in a vacuum.
CBO, I have heard generally little criticism of here because, as

it was said under Mr. Wright's testimony, we haven't increased the
number of people there. All we are paying for are COLAs and PCs
and rent. I mean it is a very, very small agency, and it really isn't

analogous to 0MB because 0MB, while it is heavy on personnel,

has far more room to make administrative savings than we have
available at CBO.
So I really do appreciate the testimony; I think it has been very

useful. We do need to wire this place. It costs money, something
that Congress has been loathe to give this committee historically.

Hopefully, we will have more ability to do that. In fact, much of

the cost of these agencies in recent years has been computerization,
electronic aid, updating the old ADP systems.

I would simply, however, urge people, because this periodically is

an issue that comes to this committee if not every year, every two
years, to look at what is being done and try to make sure that it

is being—whatever the research requests is being done in the prop-

er way at the right level and not twice. I do think there is probably
more efficiency here than some people might assume.

It was said a minute ago by Mr. Taylor that I had asked a ques-

tion on taxes of all of these agencies. Well, you could ask, but you
are only going to get an answer from the Joint Committee on Tax-
ation that means an3rthing. You may get a brief CRS replication of

something they have done, but you are not going to get any kind
of worthwhile analysis at all until you are put in the right place

to get it, and even then you have to get in line behind people who
may have priority. And that pecking order in and of itself is a prob-
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lem for those of us who know the need of being fair about who gets

access to information, because that is power in the legislature.

I know those are not questions, but comments. I do think this

panel has made some good points that we need to ponder. I would
be interested in any reaction you might have to anything I have

said.

Mr. SCHATZ. Just very briefly, Mr. Fazio, you have made a good

argument for keeping a number of things and I think anything can

be justified

Mr. Fazio. Getting into GPO and the Architect this afternoon.

Mr. SCHATZ. Right. But your general discussion of those support

agencies, and I think the committee may want to think about what
is truly essential and truly affordable. Mr. Mack and Mr. Packard
have both made the point that in asking other agencies and depart-

ments of the executive branch to get rid of something that they

might think is useful and essential, that I think it is important for

this subcommittee not to do something crazy, but to do something
that makes sense and that can be an example for the other depart-

ments and agencies.

And I think the taxpayers are looking for that, too, and I think

that is why the first day when you made changes in committee
staff and you made changes in the structure of the House, every-

body, and the majority of Democrats support those, except for the

three-fifths rule on tax. I think you are in a little bit of the same
situation here where there is still room to do other things.

Mr. Fazio. The OTA suggestion you make specifically in your tes-

timony, you eliminate OTA, I find that hard to justify in light of

the tremendous sums that we would spend on a superconducting

superconductor
Mr. Mason. The OTA informs me, by the way, they were never

asked about the SSC. Please check me and correct me if I'm wrong,

because it is an important point, because it may be something that

was wrong with the design of the system, but there you had that

hugely expensive project and the agency was supposed to be look-

ing at it and for one reason or another, they never did.

Mr. Fazio. For whatever reason, the board didn't make the deci-

sion to ask them to and that may have been a mistake in and of

itself I was only using that as an illustration. The tremendous
sums of money that we spend on things that are basically decisions

about whether to move on something that is instrumental tech-

nology, far, far exceed what it would cost to operate an agency

which you have commented on is essentially dependent on outside

sources and is not an internal bureaucratic agency, one that you
think is a model, at least the gentleman from the Heritage Founda-
tion does.

So I question the priority. I know you want to set a good exam-
ple. I know we want to, you know, move some agencies out in order

to show that the executive branch is not alone in this environment,

but there isn't any other agency like it in the executive branch.

Sure, there are people at DOE who would tell you the SSC is the

greatest thing since sliced bread. What we need is somebody who
will tell us the opposite, or at least present alternatives to us for

us to make some judgments.



1181

Mr. SCHATZ. Well, we did that and unfortunately it was elimi-
nated. But I understand your point. There is clearly a need for that
kind of information.
Mr. Ornstein. One of the things about—we had some discussion

of it earlier, but clearly OTA, to its credit, began to follow the
model of keeping a smaller staff and when projects came in, setting
up panels, using prestigious people, but doing it in a way which at
least some of the staff could translate information in a fashion that
was usable to Congress. It may very well be that they could do the
same thing in a much smaller way, that they may not—I mean you
would have to look at that and I couldn't tell you.
They may not need the same central staff that they have even

to do that, and that clearly is a model that CRS and other agencies
need to look at more carefully as well, that as you look toward the
staff in a lot of areas, having people on staff where you may not
need information for a couple of years, and then when suddenly a
subject comes up may not be the most efficient way of doing things
and you may not have to eliminate agencies to find good ways to

economize and not lose those functions.
Mr. Fazio. Absolutely.
Mr. Mason. But on the OTA, Congress deals with health care

and you don't have a health care agency in Congress, you don't
have a welfare agency, and I don't think anybody is going to

argue—I guess I question whether there is a sort of a cult of tech-
nology, and I question whether that is a realistic reason to have
a specialized congressional agency to deal with that in a way that
you don't deal with any other topic. People argue that it is dif-

ferent. I don't see that it is that different and I don't think you
need a social services agency, freestanding agency in Congress to

do welfare reform. You need a lot of information on it, but not a
staff agency that is there all the time.
Mr. Fazio. I think it is commentary on what Congressmen and

women have experience with, frankly, and I think many feel over
their heads in more difficult issues of technology and have a good
deal more human and personal experience with social systems.
That is probably the only rationale for why we haven't set up some-
thing like this for the kind of issues we were dealing with in the
last couple of years on health and welfare.
Mr. Packard. We have been liberal on our time, but I think we

need to go ahead and move on to Mr. Miller.

Mr. Miller. I have one question for each of you to comment on.

You mentioned about earlier renting, an Arnold Schwarzenegger
movie. Well, he testified on Tuesday, by the way, asking for federal
funding for an inner-city program.
Mr. Ornstein. Thank God he didn't charge you for it.

Mr. Miller. And yesterday Vice President Gore met with the Re-
publican Conference, to discuss about the issue of reinventing gov-
ernment and there is so much we do agree on and that is exciting,

as Speaker Gingrich said at that time. But something you brought
up. Norm, concerning the fact, that we have to discipline ourselves.
How do we go about disciplining ourselves? I think the ideas for

CRS and GAO were interesting, but at a level of legislation. We
have been talking about block grants. If we go the block grant
route on welfare and medicaid and such, when we write legislation
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a thousand pages long, we are again creating more work for our-

selves.

Can you give me some more examples of how, in the legislative

area, which may or not be in the jurisdiction of this committee,
that we can help create the discipline to help reduce the drive de-

mands that are causing a lot of the roles in Congress to increase
so much. I am sure that is part of the joint committee last year.
Mr. Ornstein. Certainly that is the case. And clearly, beginning

the process of consolidating, not just committees and subcommit-
tees, but far more significant to me, the number of slots on commit-
tees and the number of assignments that Members have is a huge
step in the right direction to me. I also applaud the concept of cut-

ting back on proxy voting.

Now, I have been skeptical from the beginning that you could
eliminate proxy voting, and I think you are going to discover that
it is not workable. Part of the reason it isn't workable is simply
arithmetically the majority party is going to get spread thinner
than the minority party and run into all kinds of crunch points.

But if you force people basically to show up at committees, you are
going to cut back, you have changed the demand system and you
cut back on the number of hearings. You force people to think
through what hearings they are going to have.
What has happened in the past is, I think, with the open system

of proxy voting, there is a huge incentive for every member to

stockpile as many committee assignments as he or she can. And
basically it is on the letterhead, it looks great. You don't have to

do anything. And you can cede your vote, except when you want
to, some people are going to come to you and ask for it and you
can bargain for something. And so why not? So you expand what
happens. Committee hearing, let a chairman show up, hold a hear-
ing, a hearing is proliferate. If you make a cost of holding a hearing
a little bit greater, you are going to have discipline in terms of the
kinds of hearings that are held.

So there are all kinds of ways I think in which you can focus the
attention of Members in an appropriate direction by building some
necessary discipline into their time, and that is something that you
have to focus on wherever you, whenever you can.

Now, you don't want to go too far and stifle creativity as we have
been talking about earlier, but we went too far in the other direc-

tion in the past. And I think you have taken your first cut in the
House; I hope you will come back and take a second cut.

There is an awful lot more that was in the Joint Committee's rec-

ommendations and Mr. Dreier and his colleagues can give you a
chapter and verse that we never managed to get to. And the Senate
now is going to start to do some of those things, as well. There is

a lot that you can do that will make Members and staff think twice
about doing things or asking for things because they are easy to

do.

Let me make just one other point.

Fifteen years ago in the Senate, we tried to build in a computer-
ized system of scheduling so that basically you could minimize the
conflicts that individual Members would have when you scheduled
a hearing, you would look to see what else had been scheduled at

that time where Members would have overlap and try to avoid that



1183

overlap. It never happened. It was built into the legislation, the
Senate resolution, and for years thereafter in the Congressional
Record, every day when they would list the schedule of Senate com-
mittees, they would say that 1977 resolution mandated a comput-
erization of the Senate committee schedule, and it is still in
progress. Fifteen years later, nothing. You ought to work on that
as well. You can use technology to try and just simply find ways
to minimize the overlap and conflict that you have yourself.

Mr. Packard. Thank you, Mr. Miller.

Mr. Thornton.
Mr. Thornton. Thank you.
I will be very brief. I am a tree farmer in Arkansas. I think it

is a good idea to remember, that if you want to improve your tim-
ber and you do some pruning, you prune the branches. You may
even thin the stand, but you don't go around cutting the tops off

of trees. That doesn't improve the stand at all.

Having access to the best available information is essential if we
are going to arrive at correct decisions on matters of public policy.

We need agencies that can supply that when our own Members'
staffs are not able to do so. I personally, just in passing, Ron, have
groped with a 40 percent cut in my own staff allowance.

I am one of three returning Members to the Appropriations Com-
mittee who lost two associate staff positions, and I made the deci-

sion in absorbing that 40 percent cut that I wouldn't cut it out of
the top by losing my most talented and best educated staff. Rather,
I decided that I would trim functions in other areas of the office.

I would like to suggest that we have begun reducing some of
these agencies. OTA is a bargain, because it gets support from
other areas. The GAO has made significant cuts.

Norm, you mentioned on page 9 of your testimony that we have
heard about these explosive growths in staff, and I would like to

focus very briefly upon the statement you made that staff growth
leveled off in the 1970s. Staff sizes, personal and committee, are
lower in the most recent systematic count than they were a decade
ago. Is that correct?

Mr. Ornstein. Yes. If you look at personal staffs and committee
staffs, the growth occurred in the—from the mid-1970s right up to

about the end of the 1970s, early 1980s, and then it did level off

and begin to decline.

Mr. Thornton. So these huge increases from 1960 until now are
not just rolling out of control, are they?
Mr. Ornstein. No. Even before you had the Republican takeover

of the Senate, you began to see significant cutbacks in staffs there,

and you followed course at pretty much the same time.
So that has not been a source of major growth. Now, it doesn't

mean the cutbacks that have been made now are bad. In fact, you
could argue that even though the leveled off, the staffs have gotten
too big around here and were contributing to the workload rather
than ameliorating it, and it doesn't mean there still isn't some
room for cutbacks. But the conventional wisdom that congressional
staffs of this sort have continued to go up dramatically over the
course of the last few years is simply wrong.
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Mr. Thornton. Simply wrong. And this committee last year,

under Mr. Fazio's leadership, made a good beginning at reducing
the size of the legislative branch.
Mr. Ornstein. And we had—^you had a series of hearings last

year that focused very much on these problems. This is a biparti-

san subject and should be, and I think has been in the past. And
there is no reason why it should not be something where you all

join together and do it in that fashion. The process did begin be-

fore, and it can continue to accelerate now very easily.

Mr. Thornton. One thing that I have been concerned about is

lumping the GAO in with other independent agencies, because con-

stitutionally, the GAO is really a remarkable invention. Mr. Mason,
you suggest that we ought to revisit the 15-year term for the
Comptroller General and the special circumstances of that. The
problem is a constitutional problem. Only the President can make
appointments of a significant level, and the only way that it was
possible to have a presidential appointment which would be more
responsive to the Congress was to afford a single 15-year term to

which one could not succeed himself or herself, and thereby, would
become accountable to the Congress which provided the funding
and had the sole power, I believe, of removal of the director. I think
it is useful thinking about it again, but with our present United
States Constitution limiting the legislative branch, I think this is

a pretty good device. What do you think?
Mr. Mason. Well, first of all, this was a decision of course that

was made initially 50 years ago, and you really get a chance once
every 15 years to revisit it, so I think you ought to do that.

Mr. Thornton. Yes. Think about it.

Mr. Mason. But secondly, I am not sure of the rationale that was
there 50 years ago exists today. For instance, the CBO and OTA
directors are appointed directly by Congress. And I talked to Gen-
eral Bowsher about it and he said, one of the useful functions was
having this executive level appointment and being able to go in and
deal with cabinet officers on a peer basis.

But I don't think Director Reischauer has a big problem in going
into cabinet agencies and getting the information he needs simply
because he is not a presidential appointee. So I am just not sure
of the rationale that did exist is still there. And particularly when
you talk about major management changes in the agency, you may
want to start at the top.

Mr. Ornstein. Let me address that just very briefly, Mr. Thorn-
ton.

I think I disagree, for this reason. The one thing the GAO pro-

vides, which I think is very useful and unique, is that independent
audit function. And you know, having chief financial officers or

having inspectors general, they are still people who are a part of

their agencies and subject to the tremendous internal pressure that
comes there, and I thank what we have seen with the inspectors

general has been very uneven. That is one of the reasons why, for

example. Republicans in both Houses now are moving to independ-
ent audits of Congress.

It is the same thrust, that you want to have somebody who is

independent on the outside looking at things. We can't have an
independent audit of executive agencies, very likely the Supreme
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Court would rule, if you didn't have a comptroller general who had
that tie or link to the executive branch. So that I think is a ration-

ale for having a presidential appointment. If we look at the trou-
bles we have had with appointment of CBO directors in the past,

it may be better to do it that way.
Mr. Thornton. Maybe not a good example. Well, I want to thank

you very much for coming to the Hill.

The final point I would like to get back to. Dr. Chris Hill, is the
one I started with, which is the need to be very careful about
where we cut. During the time in which I was not a member up
here, having retired with the consent of a majority of the people
of my State, I became president of two universities in sequence, not
at the same time. And we had in our State a balanced budget
amendment which resulted in a devastating cut because of a turn-
down in revenue that caused us to scrape for a significant amount
of money to keep the operating budget of the university going for-

ward.
I proposed and we moved to combine two colleges of science and

arts into one college of arts and sciences. We froze expenditures on
supplies, eliminated allowances to the administrative agency
heads, eliminated automobiles as perks, had to lay off 65 clerical

and support employees, and gave the faculty a raise on the basis
that the central purpose of the university was to provide the best
quality faculty that we could provide.

I am deeply concerned when we try to save money by limiting
the capacity of the OTA or the General Accounting Office to pro-

vide the best available information to Members of the Congress
when they have to make their decisions.

Do you want to expand on that?
Mr. Hill. Well, Mr. Chairman, I have great sympathy for your

faculty.

Mr. Thornton. I gave them a raise.

Mr. Hill. I got a raise in December and my office is in the back
comer of a steel temporary building that is 35 years old and rust-

ing around the roof. So I appreciate that problem. Just one remark
about OTA since we focused on that a bit.

Last year, two years ago, the then OTA director took an appoint-
ment downtown and went and served the President as his science
advisor, took with him several senior Members of the OTA staff,

and one of the results was that they have a fellow down there now
who is not as well-known, probably not even as well-liked, but can
cut a lot sharper than Jack Gibbons ever could and he has reduced
the number of senior staff I think something like 40 percent, he
has removed the administrative director and has all of the support
functions reporting to research directors, so he has in fact, done as
you said. He pruned the tree.

The tree was not cut off at the base, but there is an awful lot

of underbrush and overgrowth and suckers on the side of that tree
that aren't there any more. CRS hasn't had quite that dramatic a
change in its operation in terms of structure, but they have also,

if you like, reengineered themselves and cut off lots of pieces they
didn't think they needed.

It seems to me one of the things you want to do, if you stop short
of eliminating these agencies. If you eliminate them of course that
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is one thing, but you need to make cuts and I appreciate that and
the agencies appreciate that. It strikes me that one of the things
you really want to do is give the agency managers the maximum
flexibility to cut the agency's operations and change them in a way
that they know better than I suspect you do, and I suspect than
your staffs do, with respect to how they can best continue to do the
best job they can do of service with the limited, more limited budg-
ets that I think all of them are likely to end up having.

Mr. Packard. With those comments, we will move on to Mr.
Hoyer.
Mr. HOYER. Everybody will be pleased that I won't ask any ques-

tions, and I appreciate the Chairman allowing me to sit in on this

hearing.
Mr. Packard. I know we have been here quite a while. Let me

ask just two quick, and hopefully short questions. One of the most
valuable resources of the CRS, Mr. Hill, is the senior specialists.

Very few, if any, are assigned as division chiefs or senior managers.
Is that a good policy?

Mr. Hill. Mr. Chairman, the Office of Senior Specialists was set

up 40 or 50 years ago at a time when a typical senior staffer was
a librarian with a bachelor's degree. It is clear that the organiza-
tion has a much more highly trained and sophisticated staff than
it did at that time.

Quite frankly, the distinction that exists between the senior spe-

cialists position and everybody else there I don't believe is as sharp
as it was some years ago. And it suggests to me that what one
ought to be doing is using the senior specialists, and they are doing
this I believe now, more like senior members of the management
team and not so much by—by the way, we were always misnamed,
it should have been senior generalists, because one of the roles of

the senior specialists was to be broadly familiar with a wide range
of issues and to help the committees integrate across diverse sub-

jects.

Mr. Packard. Thank you. Mr. Omstein, the Copyright Office at

the Library of Congress doesn't belong in the legislative branch;
does it?

Mr. Ornstein. I have a hard time rationalizing why the legisla-

tive branch should be carrying out that function, the same as the
printing function. It seems to me that one of the things that has
happened over the years is that Congress has gotten rapped for the
size of its budget, which includes all kinds of things that are not
essential functions of Congress, and that where you can move func-

tions that are not a part of Congress out of that budget and out
of that function into areas where they more appropriately belong,

go ahead and do so.

Mr. Hill. Mr. Chairman, if I might on that specific question, I

agree with Norm Ornstein on this. It doesn't make any sense to

have the Copyright Office as part of the Library of Congress, part
of the legislative branch, except it is a heck of a good way to get

a whole lot of free books. And you have to remember that is why
you did it originally.

Mr. Packard. Could that not be retained—could it not be still ex-

pected of the Library of Congress?
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Mr. Hill. You would have to fight with the Secretary of Com-
merce over who was going to get the copy, but you need to think
about what your book purchase budget is going to become if you
eliminate that little perk.
Mr. Packard. It is a very important asset to the Library of Con-

gress to be able to get those copies, no question about it.

Again, if you would be available to respond to questions in writ-
ing, we would appreciate it. Thank you very, very much. We will

adjourn until 2:00.

[Recess.]

[Questions from Chairman Packard and panelists' responses fol-

low:]

OFFICE OF TECHNOLOGY ASSESSMENT
Question. Before there was an OTA, the Congress still had to deal with technology

issues. If we didn't have the expertise in the Committees, the executive agencies
were asked to supply the necessary analysis. Is that an alternative we should bring
back? Another alternative is to rely on the National Science Foundation for objective
analysis—or the National Academy of Sciences. What do you recommend as a re-
soiirce that Congress can use for technology assessment?

MR. HILL'S RESPONSE

Neither NSF, other federal agencies, nor the National Academy of Sciences can
effectively replace the role and functions of OTA. As I testified, I recommend that
Congress retain the unique capabilities, responsiveness, access, and ties to the legis-

lative branch that are embodied in OTA.

Congress does need help in dealing with technology issues

Congress has, of course, dealt with technology issues since the founding of the Re-
public. However, OTA was established in great measure to help Congress cope with
its role in guiding the explosive growth in federal funding for R&D and regulation
of technologies in the two decades after World War II.

The history of congressional oversight of issues involving science and technology
in the 1950s and 1960s indicates increasing congressional frustration in carrying out
its responsibilities for poUcymaking and oversight in areas in which science and
technology played important roles. OTA was a key element in the congressional re-

sponse to this challenge.

At the dawn of World War II, federal R&D funding was less than $70 million an-
nually—^by the middle 1960s it had grown to nearly $15 biUion, a nearly 200-fold
increase in this key indicator of the federal interest in science and technology. The
mid- and late- 1960s saw the entry of the federal government in a major new way
into the regulation of the nature of industrial and consumer product and process
technologies to achieve environmental, health and safety goals. The growth in i-egu-

lation was driven by a series of high-profile cases in which what had been perceived
and accepted as beneficial technologies were discovered to be anjrthing but—thalido-
mide, DDT, the gasoline powered automobile, and so on.

Since OTA was founded in 1974, of course, technology has become ever more im-
portant to the congressional policy making process. For example, nine of the thir-

teen Appropriations subcommittees have jurisdiction over federal R&D spending.
Every authorizing committee deals with issues involving technology, from Armed
Services (implementing a technology-based war-fighting strategy), to Ways and
Means (R&D incentives), to Commerce (drug regulation, environmental controls), to

Banking (computer trading and financial derivatives), to Judiciary (privacy in the
electronic age, computer crime, non-lethal weapons).

The Executive Branch already supplies technical analyses, and OTA helps ensure
they are up to snuff

Congress regularly asks the executive branch for help and advice on technology-
related matters. In fact, OTA is an important mechanism through which the execu-
tive branch agencies are effectively and efficiently queried and their responses veri-

fied. In addition, agencies appear formally before a variety of congressional commit-
tees on a regular basis, and they report to Congress on all manner of scientific and
technical matters through statutory reporting requirements. Thus, the question is

not whether the executive agencies should be asked to supply analyses—for they
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are, but whether they can in fact respond in a manner that is useful to Congress,
and whether Congress, without the assistance of its own cadre of expert advisers,

is in a position to assess the agencies' responses.

In considering this matter, it is important to know that few executive branch
agencies today have the authority, the budget, or the staff to carry out complex tech-

nology analyses themselves. For the most part, they contract such studies out to

consultants and think tanks, and they would likely do that in response to congres-

sional requests to supply analyses now provided by OTA.

NSF can't replace OTA
In early 1970s, the National Science Foundation supported a program of "tech-

nology assessments" that were carried out under grants to universities or contracts

to non-profit organizations. They were done under the RANN (Research Applied to

National Needs) Program, which was eliminated nearly two decades ago. In the
OTA statute, NSF is directed to assist OTA with its work, but this is largely an
anachronistic provision reflecting the former state of affairs. NSF has also had a va-

riety of programs and internal studies groups in the science and technology policy

area, again since the early 1970s. However, most of this capability has long since

been eUminated at NSF.
It is important to realize that NSF can not expect to carry out studies with impor-

tant policy implications on issues that touch on the authorities and "turf of other
executive branch agencies, such as DOE, EPA, or DOD. Bureaucratic imperatives
would never permit this approach to be followed for long. And, any fulfillment of
this role by OSTP or CTI would be certain to reflect not an unbiased perspective,

but, as one would expect, the policies and views of the incumbent president and his

advisers. (The original NSF organic act gave the National Science Board of NSF the
authority to comment on the R&D programs of other federal agencies, but it has
systematically avoided doing so since its founding in 1950.)

The National Academies can't replace OTA
Congress also routinely asks the National Academy of Sciences and its sister orga-

nizations, the National Academy of Engineering and the Institute of Medicine, to

do studies for it. These are usually carried out by committees of the National Re-
search Council, the operating arm of the Academies, with financial support from ex-

ecutive branch agencies having cognizance over the policy or technology of concern.

Typically, Academy studies cost several hundred thousand dollars and take one to

two years to complete, which is in Une with OTA's practices.

Academy panels work quite differently from the OTA. As a rule. Academy panels
do not do any new research, analysis, or modeling of the questions put to them. In-

stead, they provide a thoroughly reviewed report that reflects the informed judg-
ments of tiie scientific and technical communities, as personified in the members of
each study committee. The preparation of each study and the drafting of its report
are done largely by Academy staff, occasionally augmented by consultants and out-

side experts.

Both the Academies and OTA seek to achieve balance in their reports by making
use of panels of experts who have diverse views on matters at issue—at OTA to ad-
vise and review the study and at the Academy to do the study. They use expertise
in quite different ways, however. To simplify, if issues are thought of as arising from
two polar positions at the opposite ends of a see-saw, OTA seeks balance in its advi-

sory committees by appointing expert persons whose own views are usually far from
the middle. The Academies, on the other hand, seek balance by appointing study
panel members whose views do not differ much from a position near the center of
the see-saw. The Academy approach helps to ensure that a reasonable consensus
view can be achieved, whereas the OTA approach helps to ensure that widely diver-

gent perspectives are accommodated in the study product. For Congress, the ap-
proach used by OTA, which seeks to make use of rather than de-emphasize dif-

ferences of view among experts, is more hkely to reflect the range of opinions on
key issues held by the American people, not just the opinions of the more homo-
geneous scientific and technical eUte.

It is important to recognize that the Academies are quite jealous of their intellec-

tual independence, not only regarding their study findings and conclusions, but also

regarding the scope of their work, the methods they use, and even the questions
they choose to answer in response to a request. These are invaluable traits of the
Academies but they make it essentially impossible for a client such as a congres-
sional committee to ensiire that the questions that get answered are the ones that
the client actually needs to be answered.
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MR. ORNSTEIN'S response

I am hesitant to abolish OTA entirely. I would not be willing to trust information
from executive agencies, and to contract out completely to the NSF or the National
Academy of Sciences without an office to arrange the structure of the studies might
not work. Why not streamline OTA, perhaps making it the non-committee equiva-
lent of the Joint Tax Committee under the direction of the House Science Commit-
tee and the Senate Science and Tech subcommittee on Commerce, with a small staff

whose job is to put together the outside expertise on a case-by-case basis?

MR. SCHATZ'S RESPONSE

Reliance on Executive Branch agencies for technology assessment expertise (or on
private contract sources through GAO) would in our view offer greater flexibility to
Congress than the present system.
Because technology assessment is by definition in flux at the cutting edge of our

society, the value of investment in human resources "in-house" may be limited by
the depreciation of expertise and knowledge.

Second, as a "free good" (a point we will return to later in addressing GAO and
CBO), the OTA will "fill up" staff time and inevitably invite demand for services,
whether those services are necessary or valuable to Congress.
The fact, as you point out, that Congress once managed without the OTA is a good

reason to consider its abohtion. Second, at a time when we are running $200 bUlion
deficits, is OTA an absolute necessity, without which dire harm will befall the Re-
public?

We think the answer to that question is "no."

CONGRESSIONAL BUDGET OFFICE

Questions. We have had a Congressional Budget Office since the enactment of the
Budget Act in 1974. Are there downsizing opportunities at that agency?
CBO does important work for the Congress in budget scorekeeping analysis, and

in the fiscal and tax areas. But a large portion of their resources goes into program
analysis. Does that make sense? Should program analysis be done at GAO or CRS,
or is it important for CBO to do some of this?
The budget and fiscal sections at CBO are comparable to activities carried out at

0MB for the President and the executive branch. Does 0MB have a program analy-
sis mission? Does it work to their advantage or disadvantage?

MR. HILL'S RESPONSE

I have no special knowledge regarding the three questions on CBO. I would ob-
serve that the program analysis projects that CBO has done in the past decade on
science, technology and space programs could have been done, for the most part, in

OTA or CRS. However, I suspect that the in-house expertise these studies have pro-
vided to CBO has been valuable in their analyses and projections of the administra-
tions' budget requests for those programs.

MR. ORNSTEIN'S RESPONSE

I share the consensus that I perceived developed at the hearing; CBO is a very
positive part of the legislative branch, and probably not a good target for serious
downsizing. Indeed, the experience last year with the health care debate, when
there were real delays getting the economic analysis dome on the various health pol-

icy alternatives, suggests that in some areas, CBO is understaffed.
The fact that CBO functions overlap with 0MB is to be expected; the creative ten-

sion that results is positive. On the other hand, the overlap between GAO, CRS and
CBO on program analysis probably should be addressed, and some better division
of labor employed.

MR. SCHATZ'S RESPONSE

As the nation learned last year when Dr. Reischauer testified on the President's
health care proposals, CBO's role in providing independent analysis is not incon-
sequential. We would suggest that from the moment CBO Director identified the
"phony nvmibers" in the Clinton health care plan and stated that the plan would
not accomplish its stated purposes, the death watch on the proposal began. The
positive (in our view) consequences of the demise of the Clinton health care plan
reinforce the value to Congress of CBO's independent voice.
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Appropriate to that observation, we recommend that you exercise caution in any
downsizing of CBO. This would not preclude efforts to depoliticize it, make it more
responsive, re-evaluate its mission, or a host of other possible changes.
Whether there are downsizing opportunities at CBO will depend on the level of

service desired (or tolerated) by Congress. Like OTA, CRS and GAO, CBO can be-
come overloaded by demand for its services because they are a "free good". How
much waste occurs because there is no cost to the requester?
At the same time, there may be legitimate reasons that CBO may need to be aug-

mented, such as during the period Congress was considering health care reform, or
during the budget-appropriations cycle. For these reasons of uncertainty, we rec-

ommend that no change be made prior to FY96 to allow ample time for a close look.

We would recommend that, together with Chairmen Kasich and Domenici, you
carry out a bottom-up review of CBO following the FY96 budget cycle, so that CBO's
mission can be clarified, resource needs identified, and recommendations for organi-
zational changes can be made.
During such a review, which should include input from authorizing and appro-

priations committee chairmen, we would recommend the following assumptions be
rigorously challenged:
Assumption #1: CBO has a legitimate role in program analysis, independent of

GAO and CRS. We believe this assumption may be questionable, but are not sure.
Clearly there seems to be some overlap, and unless there is a good reason for the
overlap, we would hope it would be eliminated (but not necessarily by downsizing
CBO as compared to CRS or GAO). Without question. Congress must have an objec-
tive source of program analysis that is beyond the political and partisan reach of
Members. However, the assumption that all or part of that function should reside
in CBO, GAO or CRS is worth debating. Additionally worth noting, the 0MB model
does not seem to work well. Indeed, the most frequent critics of 0MB, including vet-
erans of service in the agency, most often complain that no director has ever consist-
ently "put the M in 0MB". For whatever reason, OB fails consistently to provide
both aaequate score keeping and adequate analysis. Perhaps the functions are so
unrelated that the same office cannot perform both functions, though this does not
seem valid. Our main point is that there should be a clear distinction of purpose
between CBO, GAO and CRS and duphcation should be hmited among all three.
Assumption #2: CBO, as well as the Joint Committee on Taxation, should both

be in the business of tax item score keeping. Although jurisdictional (turf) disputes
may well necessitate duplication, our view is that as long as Congress funds the
Joint Committee on Taxation, there is no reason to duplicate tax score keeping func-
tions in CBO.

CONGRESSIONAL RESEARCH SERVICE

Question. The CRS allocates resources to assisting emerging eastern European de-
mocracies (Poland, Romania, Bulgaria, and others) in establishing their parliaments
and legislative procedures. It's true their salaries are reimbursed by AID, but these
resources are not then available to assist our own Congress. Is this a good use of
CRS resources—or should we take a look at this as a potential "downsize" option?

MR. hill's response

Using CRS staff to help establish and strengthen the fundamental institutions of
representative democracy in eastern Europe and elsewhere must surely be one of
the World's great bargains. It would be unwise for Congress to seek to save a few
hundred hours, or even a few person years of reimbursed CRS staff time while cut-
ting this valuable contribution to making the world safe for democracy.
Working with foreign legislatures can help CRS analysts obtain first-hand knowl-

edge of the events, issues, and personalities shaping political and policy develop-
ments in the countries they work with. This kind of knowledge can be of immeas-
urable value to Congress as it attempts to better understand the shifting political

currents in those nations. Working with legislative bodies should be of particular
value, as compared with working with top executive branch officials in those coun-
tries, because it is more Ukely to make CRS analysts aware of the views of the mi-
nority and dissident parties whose impact may be felt in future developments. And,
the official travel opportunities this practice provides are simply not going to be
made available to CRS staff under current budget limitations.

MR. ORNSTEIN'S response

I am partial to America playing an assertive role to enhance and protect the de-
velopment of democratic institutions in other countries; I see it as a small but very
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good long-term investment. I would be very hesitant to eliminate the ver>' positive
ftinction CRS plays in enhancing legislatures in Eastern and Central Europe; I

frankly would like to see the program extended to other countries.

MR. SCHATZ'S RESPONSE

Whether the funds come from AID or your subcommittee's appropriated accounts,
this program should be terminated. Notwithstanding our desire to see democratic
capitalism flourish in Eastern Europe (indeed, throughout the world), sufficient time
has intervened since the collapse of the Soviet Block that further assistance at
American taxpayer expense is unjustified.

The lesson of democratic capitalism is that the value of a good should be deter-
mined by those who pay its price. The "good" in this case is consultative resources
of CRS; if this has value to Eastern European countries, that value will only prop-
erly be measured by the willingness of Eastern European countries pay for them.
As with so many "feel-good" federal programs, we think you will find that much

or all of the so-called "value" disappears once the recipients are asked to pay the
tab.

As Lamar Alexander says, "Cut their pay and send them home." The reduction
in these staff positions within CRS should yield you (or AID, as the case may be)
a beneficial savings in costs.

COPYRIGHT OFFICE

Questions. We have a Copyright Office at the Library of Congress. They register
copjrrights and generally oversee the administration of intellectual property rights.

Over half of their program is paid for bv receipts received in the registration proc-
ess. Is this an appropriate program for the Library of Congress—does the Copyright
program belong in the Legislative Branch?
There is a Patent and Trademark Office at the Commerce Department. What are

the pros and cons of merging these programs?
One of the great benefits of having the Copyright program at the Library of Con-

gress is the use of the deposited copjright material as one of the principal sources
of new additions to the collections. Each copyright application is accompanied by a
copy of the book or manuscript being registered. Last year, the Library received 685
thousand items fi-om the copyright process. That was over 20% of the 3.3 million
items that were added to the collections—and represents a great savings in acquisi-
tion costs. It's also a very good way to ensure we are getting the newly published
U.S. works onto the Library of Congress shelves.
We don't want to lose that source of new publications—if we merge these pro-

grams in the Executive Branch, is there a danger we will significantly damage the
collections of the Library of Congress?

MR. ORNSTEIN'S RESPONSE

I see no overall justification for having copyrights handled as part of the legisla-

tion branch. The one serious rational is the deposited copyright material as a key
source of new additions to the Library of Congress. It seems to me there is an easy
solution: relocate the Copyright Office in the Executive Branch; have the required
copies forwarded to the Library of Congress as the repository.

MR. SCHATZ'S RESPONSE

Combining the Cop)rright Office and Patent and Trademark Office makes some
sense, although the functions of the two offices are different. Nonetheless, we see
no reason to believe the two offices could not be merged, perhaps accomplishing sav-
ings through elimination of dupUcations in management, support services, and so
on.

Separately, we would urge you (should consolidation be pursued) to retain the fi-

nancial advantage for the Library of Congress that accrues from the receipt of copy-
right material, by simply designating the Library as the repository of those depos-
ited materials. Regardless of who processes the copyright, the books have to end up
somewhere, where else but the Library of Congress.
One final note: "If it ain't broke, don't fix it." Merger of the Copyright Office and

Patent and Trademark Office would make sense only if savings can be gained, or
because the Library of Congress does not do a good job. The value of additions to

the collections is beside the point, so long as they wind up in the Library of Con-
gress. If there are no identifiable savings owing to a merger, and if the Library of
Congress does a good job, then we see no reason to change the present arrangement.
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We certainly would urge you to avoid moving the Copyright Office solely to lower
the Legislative Branch appropriation when the appropriation for Commerce would
have to be increased an equal amount.

GENERAL ACCOUNTING OFFICE

Questions. About 33 percent of all GAO employees are in the regions, but the re-

gions only have nine percent of the senior positions at the SES level. That leaves
a much higher percentage in the Washington headquarters. What is our judgment
about those ratios? Is Washington too top heavy?
GAO is consolidating and closing many of their regional offices. On the one hand

regional offices represent a sort of duplicative overhead. But, on the other hand,
staffing costs in regional offices are lower and they are frequently physically closer

to the subject matter of the individual audits. Their conclusions, therefore, may be
less vulnerable to "inside-Beltway" influences.

What do you think of the GAO regional office structure—should it be retained?
Or, would it be better if GAO were centrally located in Washington—which seems
to be the current management philosophy?
Would it be better if we cut GAO employment significantly, and insist they obtain

the necessary program expertise on a temporary, contract basis when needed? Is it

possible for them to contract out to consultants, think tanks, or universities when
they stafT projects? Then they could focus on project management and quality con-
trol.

Does it make sense to have GAO workforce with a wide variety of audit and pro-
gram subject matter expertise, or would we be better off having audit and program
analysis management expertise—and acquire the specific expertise needed for spe-
cific audits on an ad hoc basis?
They have an Economics Division. We have some of the best economists in the

government at CRS and CBO. We also have them at the Joint Economic Committee,
and the Joint Tax Committee. Do we need a separate Economics Division at GAO?
A major product of the Economics Department are the so-called "transition re-

ports." Do you have any knowledge of those reports? Are they useful? Can they be
eliminated?

MR. HILL'S RESPONSE

I have no special knowledge of or insights into these queries. I would only observe
that the scenario in query 6 regarding subject matter expertise should be stood on
its head. If GAO is to continue to do program analysis work, it should upgrade, not
weaken, the subject matter expertise of some of the staff assigned to science and
technolo^ projects. In my experience, GAO analysts who came to see me at CRS
for coUegial advice on conducting program analyses were sometimes untrained and
unprepared to understand the topics of their inquires. While I recognize that the
auditing tradition values distance from the substance of a client's business, this tra-

dition is counterproductive for program and policy analysis work.

MR. ORNSTEIN'S RESPONSE

I do not feel entirely competent to address the question of regional offices in GAO.
My bias would be to keep more staff" in the regions, because so many federal employ-
ees are outside Washington, and because it builds diversity of viewpoint within
GAO. But I am sure there are reasons for streamlining, and closing some regional
offices. I would need to hear the justification fi-om GAO's top management to answer
this question better.

There may be areas of GAO's emplojonent that could be cut beyond their current
plan to downsize, but as I suggested at the hearing, I would be careful before large
cuts that eliminate many soUd people who are strong public servants. Clearly, one
place to look for cuts at GAO is in the areas where their expertise overlaps consider-
ably with the expertise at CRS and GAO; the Economics Division seems to be one
of those.

MR. SCHATZ' RESPONSE

The National Performance Review and other of the administration's self-styled

streamlining efforts have been justly criticized because they focus on cutting person-
nel without changing the mission of the agencies. We agree with this criticism and
would suggest that the same criticism might apply to the GAO restructuring you
describe.
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Hierarchical structiire is a secondary question. The first issue is what useful func-

tions GAO should perform to give Congress and the taxpayer the most bang for the
buck. Your point about duplicating economic analysis between GAO and other agen-
cies is appropriate. It should be eliminated.

Eliminating part of the GAO's regional structure may produce savings, but we
would not expect it to significantly change the culture of GAO from an "outside the
beltway" to an "inside the beltway" mentality. Organizational cultvu-e evolves from
the top down, in our view, and is affected by the tenure of employees and political

pressures as well as by physical location. To the extent that the field troops acquire

a fundamentally different cultural world view from their physical locations "outside

the beltway", which in turn produces tension with superiors in Washington, that or-

ganizational tension will always be resolved in favor of the superiors. If vou want
to make sure GAO does not become a captive of Washington, D.C. forces, then place

term limits on all levels of employees, eliminate any political pressures on the orga-

nization (including pressures to undertake specific investigations), and then move
the GAO at least 500 miles from the capital.

If the expertise needed by GAO, and the workload of the agency, vary extensively

over time, then it makes sense to consider contracting out for the services needed.
Contracting out may eliminate some of the possibility of "Beltway Bias", reduce
costs, and provide more extensive expertise.

Providing management analysis of programs is certainly an essential role for

GAO, and while this function of government is duplicated through agency IG and
other functions. Congress needs to retain an independent source of expertise

through GAO. More important, however, is the expertise that permits GAO to ques-
tion tne worthiness of programs (as opposed to now well a bad program may be
managed), whether the program is achieving its objectives, etc. To us, this should
be the core of GAO's mission.
For this reason, we believe GAO should not be reduced to a management analysis

organization, but should instead focus most of its resources on program analysis.

With a suitable adversary mentality toward federal programs, GAO would more
likely produce the most valuable kind of information for Congress, namely, the an-
swer to the question, "should taxpayer dollars be spent on the program being au-

dited?" If the answer is yes, and dollars can be saved by contracting our specific

audits, CAGW would favor that as well.

CAGW has found transition reports usefial as summaries of outstanding GAO rec-

ommendations, and has cited them in newsletters, testimony, and letters to Con-
gress. For a new administration, they are a reminder of how little gets done on
management reforms between administrations, since CAGW has found many of the

same recommendations were made in both 1988 and 1992. With a stronger effort

to implement GAO recommendations, the 1996 version will hopefully be smaller.
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Thursday, February 2, 1995.

witnesses

danford sawyer, publisher, tv executive; former public
PRINTER

TIM SPREHE, INFORMATION INDUSTRY CONSULTANT
JOHN J. BOYLE, FORMER PUBLIC PRINTER

Mr. Packard. Ladies and gentlemen, I think it is time to begin.
This is going to be a very busy afternoon. We have several wit-

nesses, two panels. We would like to complete by 4:00 o'clock, but
it may not be easy to do that.

Also, this afternoon, where we had no votes this morning, we are
likely to have several votes this afternoon. We are on the 10
minute rule, really five minutes for each side on amendments to

the bill that is being considered on the Floor, and that could mean
that we would have a vote almost every 10 minutes. I don't expect
that, but it could happen. So we could have to leave for a series

of votes.

Logistically, I would appreciate it if once the Chair determines
that we go vote, it is only up the stairs, if we could cast our vote
and come right down and even during a vote we could proceed on
with our hearings, just giving us enough time, maybe a couple of
minutes to run up and vote and come back. That will hopefully
take a potentially disjointed afternoon and make it a little bit

more—^bring a little more continuity to it.

We are particularly grateful for the witnesses that are before us
and with us this afternoon. Our effort with these panels is to ad-
dress perhaps some of the more—I won't say controversial, because
they are not controversial in their performance, but certainly agen-
cies that are being more closely scrutinized in terms of downsizing
or restructuring or perhaps eliminated.
And so the witnesses that will be testif3dng today will be ad-

dressing some of those areas, particularly the Government Printing
Office, the Office of the Architect, and perhaps one or two other
places. So with that, I am going to ask for them to again, as we
did this morning, not read their written testimony.
We would much prefer about five minutes of overview or addi-

tional comments over and above what you have written. We will

read your testimony.
That will give us more time for questions and answers. We would

also like to hear from all three of the witnesses on this panel before
we go to questions and answers, if we may. We will take them in

the order that they are listed at least on my agenda, so we will

hear from Mr. Danford Sawyer, Jr., who is a publisher and tele-

vision executive and a former Public Printer. He has great experi-

ence and will be very valuable to us; and then we will hear from
Tim Sprehe, who is an information industry consultant and then
from Mr. John Boyle, a former Public Printer, as well. So in that
order, we will now ask for Mr. Sawyer to please proceed.
Mr. Sawyer. Mr. Chairman, members of the committee, it is a

great pleasure to be here. As the testimony indicates, I was the
18th Public Printer of the United States from 1981 until 1984. I

am currently the owner of a television station in Sarasota, Florida;
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also a publishing company. I have spent my entire life in the media
business.

I am proud of the service of the United States (Government Print-
ing Office and also proud of the agency and the people that have
worked there serving the government for well over 100 years, a
long and rich tradition. I am of the opinion that the United States
Government Printing Office can be dramatically downsized, and
perhaps broken up with its appendages going to various executive
branch agencies and to other legislative branch agencies, or per-
haps even more realistically, privatized. There is precedent for

that.

In the U.K., Her Majesty's Stationery Office, the counterpart to
the United States Grovemment Printing Office, was privatized in

the 1980s and very successfully. The company is currently—or bet-
ter put, HMSO was taken over by Ben Johnson, an appendage of
the Donnelly Company here in the United States, and a very
unique arrangement between her Majesty's government and the in-

volved unions. I will stop at that point and come back to questions
later.

[The information follows:]
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REMARKS OP THE HONORABLE DANFORD L. SAWYER, JR, FORMER PUBLIC
PRINTER OF THE UNITED STATES, JOINT U.S. SENATE AND HOUSE OP
REPRESENTATIVES, SUBCOMMITTEE HEARINGS ON LEGISLATIVE
APPROPRIATIONS.

MR CHAIRMAN AND MEMBERS OP THE SENATE AND HOUSE SUBCOMMITTEES ON
LEGISLATIVE APPROPRIATIONS, IT IS INDEED AN HONOR TO BE INVITED TO
APPEAR HERB TODAY, AND TO PLAY A ROLE IN THESE HISTORIC HEARINGS.
I SERVED AS THE CHIEF EXECUTIVE OFFICER, (THE PUBLIC PRINTER OP THE
UNITED STATES OP AMERICA) , OP THE UNITED STATES GOVERNMENT PRINTING
OFFICE FROM AUGUST 1981 UNTIL JANUARY 1984. I HOPE THAT MY
INSIGHTS AND RECOMMENDATIONS WILL PROVE USEFUL AND VALUABLE TO
THESE SUBCOMMITTEE HEARINGS.

AS I'M SURE YOU KNOW, THE UNITED STATES GOVERNMENT PRINTING OFPId
WAS BROUGHT INTO BEING, AS A RESULT OP SCANDAL IN THE PROCUREMENT
OP GOVERNMENTAL PRINTING IN THE MID 1800S, AND THE AGENCY HAS
SERVED A LONG AND USEFUL PURPOSE. NEW TECHNOLOGY, HOWEVER, HAS
MADE MANY OP THE GOVERNMENT PRINTING OFFICE'S TIME HONORED
FUNCTIONS IRRELEVANT. I SUBMIT THAT IT IS NO LONGER A COST
EFFECTIVE OR EFFICIENT ORGANIZATION. THE AGENCY IS, HOWEVER,
STAFFED BY WELL INTENTIONED, SKILLFUL, AND PATRIOTIC AMERICANS.
THEIR FUTURES NEED TO BE CONSIDERED AS A PART OP ANY SOLUTION TO
THE PROBLEM.

ALL SAID AND DONE, THE UNITED STATES GOVERNMENT PRINTING OFFICE HAS
OUT LIVED ITS USEFULNESS AND HEEDS TO BE DISMANTLED, WITH ITS
STILL USEFUL PARTS BEI^IG ABSORBED BY OTHER AGENCIES OR PRIVATIZED.
THERE ARE TWO CLEAR PATHS. THE FIRST, WOULD INVOLVE TRANSFERRING
THE SUPERINTENDENT OF DOCUMENTS DIVISION OP THE UNITED STATES
GOVERNMENT PRINTING OFFICE AND GPO'S TWO LIBRARY PROGRAMS, THE
DEPOSITORY LIBRARY PROGRAM AND THE INTERNATIONAL LIBRARY EXCHANGE
PROGRAM, TO THE LIBRARY OF CONGRESS. WHAT WOULD REMAIN THEN, OP
THE UNITED STATES PRINTING OFFICE, WOULD BE PRINTING PROCUREMENT,
AND THE ACTUAL IN-HOUSE PRINTING OF CERTAIN GOVERNMENT DOCUMENTS.
PRINTING PROCUREMENT IS ONE FUNCTION THAT THE UNITED STATES
GOVERNMENT PRINTING OFFICE HAS PERFORMED WELL OVER A LONG PERIOD
OP TIME, AND FOR WHICH THERE IS STILL A NEED. IN FACT, A GROWING
ONE. SINCE THE GENERAL SERVICES ADMINISTRATION PROCURES MOST
EVERYTHING ELSE FOR THE GOVERNMENT, PRINTING PROCUREMENT COULD
EASILY AND EXPEDITIOUSLY BE TRANSFERRED TO GSA. THE REMAINING IN-
HOUSE PRINTING OPERATIONS COULD CONCURRENTLY BE DOWN SCALED TO
SERVE THE QUICK TURN AROUND NEEDS OF THE UNITED STATES CONGRESS.
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THE OTHER SOLUTION IS TO SELL THE SUPERINTENDENT OF DOCUMENTS
DIVISION TO A PRIVATE SECTOR PUBLISHER AND TO CONTRACT OUT ALL OF
THE PROCUREMENT AND IN-HOUSE PRINTING FUNCTIONS, ALSO TO A PRIVATE
SECTOR CONTRACTOR OR CONTRACTORS. PERHAPS, ON A TEN YEAR CONTRACT
BASIS. IN EITHER CASE, THE TWO LIBRARY PROGRAMS, IMPLEMENTED BY
THE UNITED STATES GOVERNMENT PRINTING OFFICE, BELONG AT THE LIBRARY
OF CONGRESS.

NOTHING AS MASSIVE AS THE TWO SOLUTIONS I PROPOSE CAN BE
ACCOMPLISHED OVERNIGHT; BUT, I THINK, DURING THE NEXT TWO YEARS,
WHICHEVER SOLUTION THE GOVERNMENT CHOOSES COULD BE IMPLEMENTED WITH
MINIMUM DISLOCATION. I PREFER THE PRIVATIZATION APPROACH AND I
BELIEVE THE GOVERNMENT COULD SELL THE EXISTING OPERATIONS FOR
SUBSTANTIAL SUMS OF MONEY. A PORTION OF THOSE FUNDS COULD THEN BE
UTILIZED TO CREATE A SOFT LANDING FOR ANY AND ALL EMPLOYEES AT THE
GOVERNMENT PRINTING OFFICE, WHO WOULD BE DISLOCATED. A FORMULA,
PERHAPS INVOLVING THE PAYMENT OF X AMOUNT OF DOLLARS FOR EACH YEAR
OP SERVICE, COUPLED TO RETRAINING AND OUT PLACEMENT SERVICES SHOULD
SUFFICE TO MAKE THE TRANSITION HUMANE FOR ALL INVOLVED.

FURTHER, THE JOINT COMMITTEE ON PRINTING, WHICH HAS OVERSEEN THE
OPERATIONS OF THE UNITED STATES GOVERNMENT PRINTING OFFICE, AND
ISSUED WAIVERS TO EXECUTIVE BRANCH AGENCIES AUTHORIZING THEIR OWN
IN-HOUSE PRINTING OPERATIONS, SHOULD BE ABOLISHED. FINALLY, TITLE
44 OF THE US CODE, NEEDS TO BE AMENDED TO ALLOW THE EXECUTIVE
BRANCH AGENCIES, INDEPENDENT AGENCIES AND OTHER LEGISLATIVE BRANCH
AGENCIES TO PROCURE THEIR OWN PRINTING AND CHART THEIR OWN COURSE
ON THE NEW INFORMATION SUPER HIGHWAY, AS IT BEST SUITS THEIR AND
THEIR CONSTITUENTS NEEDS.

THANK YOU FOR THE OPPORTUNITY TO APPEAR HERE TODAY. I WILL BE
HAPPY TO ANSWER WHATEVER QUESTIONS MEMBERS OF THE SUBCOMMITTEES
MAY CHOOSE TO ASK.
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Mr. Packard. That was very short and succinct, Mr. Sawyer, but
we appreciate that and we will get back to you with questions.

Mr. Sprehe.
Mr. Sprehe. Thank you, Mr. Chairman. It is a pleasure to be

here today. My name is Timothy Sprehe and I am President of

Sprehe Information Management Associates, an information re-

sources management consulting firm.

I am also a retired Federal employee. I retired in 1991 from the
Office of Management and Budget, and while there, I worked most-
ly on Federal information policy issues and that brought me in

touch with the Government Printing Office quite a bit.

I am one of those who believes that the Government Printing Of-

fice has served its time and function and that, particularly in this

day and age, it is time to close down the agency. A few years ago,

GPO came out with a volume called GPO 2001, vision for a new
millennium where it was going to turn itself into an electronic in-

formation utility.

Well, three years later none of it has happened, and that docu-
ment has been forgotten and in the meantime, with the electronic

information highway upon us, executive branch agencies have
moved much farther down the road towards distributing govern-
ment information and media forms than GPO has and probably
ever will.

So in my mind the big question is not whether GPO should exist,

I think it should not, but what to do with it. And my answer is that
the Congress should pass legislation to abolish the agency. The big-

gest question is what to do with the 4300 men and women who
work there, and I would say give them early retirement and
buyouts, and beyond that, I think that Congress should pass a law
to guarantee them each a job in the executive branch of govern-
ment and strike a deal with the executive branch that if they want
Federal printing reform, the price of that is that they have got to

absorb GPO's personnel.
The size of executive agencies is such that for them to absorb a

few thousand would not be a major discomfort. I would give the
functions of the Superintendent of Documents to the Library of

Congress and tell them to turn the Federal Depository Library Pro-
gram into a national electronic network. GPO has a lot of real es-

tate and facilities that could be sold to finance the closing of the
agency, and I think that it could be done in an orderly fashion
which would not discombobulate too many folks and would lead to

new ways of distributing government information to the public, and
I urge the committee to move in that direction.

Thank you.
[The information follows:]
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TESTIMONY OF J. TIMOTHY SPREHE,
PRESIDENT, SPREHE INFORMATION MANAGEMENT ASSOCIATES, INC
BEFORE THE JOINT HOUSE-SENATE LEGISLATIVE SUBCOMMITTEE

HEARING ON "DOWNSIZING LEGISLATIVE BRANCH
SUPPORT AGENCIES"
FEBRUARY 2, 1995

Mr. Chairman, my name is J. Timothy Sprehe and I am president of Sprehe

Information Management Associates, a consulting firm specializing in federal

information resources management. In addition to my cor\sulting activities, I write an

opinion column for the newspaper Federal Computer Week. I retired from federal

service with the Office of Mar\agement and Budget in 1991. During my years as a

federal employee I concentrated on federal information policy issues, especially access

to and dissemination of government information. That brought me into frequent

contact with one legislative branch support agency, the Government Printing Office.

Today I would like to offer you my views on downsizing of GPO.

I. ABOLISH GPO

In 1991, GPO issued GPO/2001; Vision for a New Millennium. GPO had engaged

in a highly laudable strategic planning effort, projecting a future in which the agency

would transform itself into a general purpose information dissemination utility for the

federal government. The new GPO would take in information in electronic form from

authoring agencies and produce publications in a wide variety of print, electronic and

optical media for distribution to the public. The agency saw itself becoming a kind of

information utility to the goverrunent, specializing in the creation, replication, and

dissemination of government information in whatever format best suits the cxistomer

and the user. Seamlessly united to the authoring agency via electrorvics, GPO would

produce and deliver tapes, diskettes, CD-ROMs, satellite transmissions, or printed

documents. To realize this future, GPO announced its intent to migrate away from

traditional printing and embrace contemporary information technology. I was among
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those who praised GPO's new vision, saying that, if there was to be a GPO in 2001, this

was surely what it must look like.

It hasn't happened. No sooner was GPO/2001 printed than it was abandoned.

No one at GPO now speaks of GPO/2001; it is a document forgotten if not repudiated.

The only progress made on electroruc dissemination at GPO has come about because

Congress passed a law requiring that certain tasks be accomplished. Otherwise, ifs

business as usual at GPO, the same old print-oriented environment, a struggling sales

program, a depository library program being slowly starved of funds.

Meanwhile, we are now well into the electronic age when goverrunent

information is available through orUine databases, through Internet distribution,

through computer diskettes and compact disks or CD-ROMs. In these new

developments, the agencies that produce the information eire already dramatically way

out in front of GPO and sure to stay there. The establishment of the Government

Information Locator Service among executive branch agencies has spurred agencies to

set up an Internet presence and to begin to make their publications available

electronically to the general public.

The new electroruc age caUs for new institutional arrangements. I believe the

time has come for the Congress to recognize realities, to close down the Government

Printing Office, and to set a new course for the distribution of government information

to the public.

In 1990, the General Accovmting Office concluded that, while GPO's monopoly-

like role in providing government printing services was originedly created to assure

efficiency, "with the passage of time that role has been transformed; it now perpetuates

inefficiency because centralized control permits GPO to be insulated from market

forces." According to GAO, GPO is an inefficient institution. GPO is said to be

hemorraghing red ink at the rate of $1 million a month. Its 1995 appropriation will cost

the taxpayers $122 million.

Even were GPO a model of efficiency, the government simply does not need its

own printing agency, especially not in the electronic era and the age of desktop

2
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publishing. Indeed, in its present form GPO presents a basic constitutional problem for

the Congress. GPO is a legislative branch agency that controls a management function

of the executive branch, namely, the procurement and manufacture of printed products.

Were the courts asked, they would doubtless find that this arrangement violates the

separation of powers and is unconstitutional.

Federal printing is a management function connected to the production and

distribution of government information. Printing and distribution should be left to the

agencies that create and produce the ii^formation, so long as they do so within policy

guidelines laid down by Congress. I believe the Congress should take the bold but

eminently reasonable step of divesting itself of its printing function by closing GPO. It

should do so in an orderly manner that ensures the economic security of GPO's

workforce, ensures that federal printing is handled just like the manufacture and

procurement of other goods and services the government requires, and erisures that

some necessary functions ofGPO are carried on elsewhere. In doing so, the Congress

should articulate its own new vision for distributing government information in the

electronic age.

11. DISPOSE OF GPO'S FUNCTIONS AND PERSONNEL

The fundamental problem with GPO is simply that it exists and that today it

employs 4,300 dedicated men and women who depend for their economic livelihood

on GPO's continued existence. The real question about GPO is not whether the agency

should continue to exist - it should not - but how to dispose of the various functions

now carried out by the agency. My recommendations are that the Congress should

pass the necessary legislation to accomplish the following:

Transfer executive branch printing authority to the General Services

Administration and regularize executive branch printing as a routine

government procurement like any other commercially available commodity or

service. Buying printing is no more magical or complicated than buying

computers or telecommunications; it requires skilled personnel but not a whole

3
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federal agency.

Establish in GSA an Office of Publications and Printing Standards to administer

unifonn guidelines and practices throughout the executive branch.

Establish a small Office of Congressional Printing Management, integrated with

House and Senate Irxformation Systems, that would administer the procurement

of congressional printing from the private sector. Alterr\atively, if Congress

believes it absolutely must manufacture its own printed products in-house,

establish a small Congressional Printing Office.

Transfer the functions of the Superintendent of Documents to the Library of

Congress with the stipulations that:

the government documents sales program should be abolished, and the

executive agencies that produce goverrunent documents should be

permitted to sell their documents directly to the public. Dociiment sales

could be integrated into the Government Ii\formation Locator Service

recently founded in the executive branch.

LOC should radically restructure the federal depository library program

to bring it into cortformity with tne realities of the information

superhighway. Perhaps a nationwide electronic network will prove to be

the best delivery system for getting government documents to the public

through depository libraries..

LOC should carry out the functioris of cataloging and indexing, bylaw

distribution, and international exchfmge.

As to the disposition of GPO personnel, first authorize early retirement and

buyouts, and freeze new hires at GPO in order to reduce the workforce by

attrition. In 1991 GPO estimated that the median age of its workforce was 58

years, and that, with normal attrition and no replacements, the workforce would

diminish from 4,900 to 1,800 - almost a two-thirds reduction - by the end of the

decade. This is a very old workforce. Encouraging early retirement would

substantially diminish the number of GPO employees.
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• Second, guarantee a federal job to all remaining GPO personnel. Relocate them

by requiring executive branch agencies to give hiring preference to these

personnel and to absorb surplus GPO personnel in proportion to the amount of

printing the agencies procured in the previous fiscal year. This is a small price

to pay in the short run for the long nm savings of closing the agency. Besides, if

executive branch agencies are to have authority to procure their own printing,

they will need to acquire some of the printing procurement expertise now

residing in GPO. The executive branch operates over 1,000 printing facilities.

Although executive agencies are themselves attempting to downsize, the overall

size of the executive branch is such that the absorption of several thousand GPO

employees, spread over many agencies, should not present a major problem.

Articxilate a statutory policy on the dissemination of government information to

the public and direct the Office of Management and Budget to implement that

policy within the executive branch. Among other things, the policy should

ensure that:

Goverrunent information products should be sold at prices no higher than

the cost of their dissemination. Agencies should not view sale of

goverrunent information as a profit making enterprise but solely as cost

recovery.

No government document may be published unless it is simultaneously

sent to the depository library program. The current arrangement

depends on documents flowing through GPO as the point of capture.

This system is known to be highly defective and many government

documents never reach the depository library system. If the agencies sell

their own documents, the Congress would have to take the necessary

steps to ensure that the agencies supply copies of those docviments to the

depository libraries.

CONCLUSION

Closiiig a federal agency is never a simple matter and is not cheap in the short
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run. In the case of GPO, Congress has several sources of revenue that could be used to

pay for the demise of GPO. Specifically, I recommend the following:

»• Sell off GPO's plant and facilities. GPO is located in prime Washington, DC,

office space. In 1991, GPO's Washington operations occupied 1.5 million square

feet at its central office complex and another 700,000 square feet of rented space

in the metropolitan area. In its own strategic plan, GPO/2001; Vision for a New

Millenium, GPO suggested that some of its buildings be sold in order to generate

capital for a new consolidated headquarters. I suggest that all of GPO's facilities

be sold and the proceeds used to defray the costs of closing down the agency.

»• The GPO sales program realizes about $90 million each year in revenue from

sale of U.S. government documents. At present, that $90 million stays in GPO to

defray its institutional expenses. The executive agencies that produce the vast

majority of government documents bear the cost of printing but never see the

revenues returning from sales. If GPO were abolished, that $90 million would

still be generated from docvunent sales. The question naturally arises: what

should be done with that money?

An obvious answer is that, for some period of years, the revenues from sales of

goverrunent dociiments covild be devoted to defray the costs of closing GPO.

Beyond that initial period. Congress could decide to apply revenues from

document sales to reduce the federal deficit. Some of the money could be used

to support the depository library program. Some could be returned to the

executive agencies producing the information products to be used for improving

public access to government information, especially for increasing the number

and quality of electronic information products distributed over the information

superhighway.

As with every scheme, problems remain to be worked out. One problem is that,

if executive agencies were to sell their own documents, they might require statutory

authorization for revolving funds.
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For generations the imposition of GPO as sole manufacturing and purchasing

agent for executive branch printing has artificially interrupted the life cycle of

government information products from creation to publication. The existence of GPO

has meant that the goverrunent has inserted between information producers and public

users an agency that possesses no knowledge of how the information came into being,

what are its nature and scope, its power and limits, and how best to understand and

use government information. The net effect of this arrangement is that GPO has

become a barrier, rather than a facilitator, in the task of informing the nation.

It is time to end this arrangement and to devise news ways of better distributing

government information. The Congress now has a vmique opportunity to downsize

legislative branch support agencies by providing for the orderly closing of GPO and the

establishment of a new era in govenunent information dissemination. I urge you to

seize this opportunity-.
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Mr. Packard. Thank you very much. Mr. Boyle.

Mr. Boyle. Thank you. Mr. Chairman, members of the commit-
tee, I was—I retired as PubUc Printer in February, 15 years ago,

February of 1980. Prior to that, I was Deputy Public Printer for

five years under Tom McCormick who was the Republican-ap-
pointed Printer. Prior to that, I worked in the GPO for some 25
years, coming in as a proofreader, spending nearly 30 years in the
GPO, and nearly 45 years, nearly 50 years in the private and pub-
lic printing sector. I totally disagree with my—with the previous
speaker on closing down the GPO, because the first question I

would ask is why—how are you going to save money closing down
the GPO, particularly as it pertains to legislative printing, because
you can close the GPO down tomorrow and you are still going to

have the same amount of printing required by the Congress to get

the register and the record and the hearings and reports done, and
that is where the cost is.

The cost is not in the GPO, the cost is in your printing and bind-
ing. And whether the GPO does it or whether it is done in the pri-

vate sector, it is still going to cost x number of dollars. Now, the
argument some people use is that you can put it out in private in-

dustry and get it done for less. And I will agree that sometimes you
can get a particular product done for less and sometimes you can-

not get it done at all, and that particularly pertains to legislative

printing.

Some of the worst copy and the hardest work to do in the entire

printing industry is work that originates in the Congress. The Con-
gressional Record doesn't happen by magic. Somebody has to hit

keys. It is not the Congressional Reporter of Debates hitting keys
that accumulates the data in the Congressional Record and goes by
magic into the computer and comes out and goes all over the world
available to people. People have to get the data together. People
have to get the data in this hearing together after it comes out of

the reporter. So that you just don't talk about eliminating printing

because there are other things involved besides the printing. There
is the preparation of the data, getting the data ready to print.

And I am one of the early proponents of getting all of the con-

gressional information and departmental information into a gigan-
tic database that is searchable and available to everybody in the
United States, but I am the last one in the world to say that you
are going to do away with the printed copy, because I don't think
you ever will.

So that is where I stand.
[The information follows:]



1207

STATEMENT OF JOHN J. BOYLE

FORMER U.S. PUBLIC PRINTER

BEFORE
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Supplemental Biographical Information on
John J. Boyle, former U.S. Public Printer

Mr. Chairman, as you know I retired from the position of Public

Printer on February 29, 1980. Since that time, I have continued

to retain an interest in the printing industry and the

technological changes taking place therein.

During my retirement, I have been associated with the management

of a small specialty printing company on their board of directors

for 3 years. Early on, I did perform some advisory work in

helping two printing companies begin the conversion from

traditional typesetting methods to the use of computers.

I retain active membership in the Graphic Arts Technical

Foundation through their Society of Fellows, and the National

Association of Printers and Lithographers as a member of their

Soderstrom Society. I am a lifetime honorary member of the

Washington Printing and Graphics Communications Association,

formerly the Printing Industry of Metropolitan Washington, and I

am an active lifetime member of the Washington Lithe Club.

I subscribe to several printing trade journals and I am a student

of the latest computer technology.

I have kept interested in the progress of GPO in the changeover

to the newer technology by contact with friends within, staff of

the Joint Committee on Printing, printers doing work with GPO,
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and equipment vendors developing equipment.

Why this interest? After nearly 60 years in the printing

business as a craftsman, a manager, in private industry and in

Government, in open shops and in union shops, it is something I

cannot forget and don't want to forget.

In particular, I feel fortunate that I was in at the beginning of

the new technologies in 1964 before most people in the printing

industry knew what a computer was and hardly anybody in the

computer industry knew what type was.

I believe that GPO enthusiastically approached changing over from

the largest hot metal typesetting operation in the industry to

what I believe to be a computer-assisted composition department

equal to any.

When I was sworn in as Public Printer, I had nearly 8,000

employees. Today I understand the total is 4.250 . All these

people left without layoffs or turmoil in their lives through an

orderly program of attrition and retraining.

In addition, during my tenure GPO contracted approximately 65

percent of its printing workload to the private sector.

Currently, GPO contracts nearly 80 percent of its workload to the

private sector, startling statistics few Members are aware of.
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As you can see, I feel that the Government Printing Office is a

credit to the Government, to the Legislative Branch to which it

belongs, and to the printing industry.

GPO has maintained a level of efficiency with a flat

appropriation and 50 percent fewer employees over the last

several years that few private companies could match. In the

face of fiscal cutbacks and scrutiny as to its very existence,

GPO developed its Electronic Access System on time and on budget.

That is a model for other electronic databases.

What you might hear about saving millions of dollars by closing

GPO does not make any sense. The Congressional printing must be

done somewhere; and, it is presently being done well, on time,

and at a reasonable cost.
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Mr. Packard. Thank you very much.
Well, that certainly balances out the panel and it gives us good

opportunity for discussion. We want to welcome Senator Jim Jef-

fords to the hearing. We do appreciate your briefness and your
short testimonies. Again, I would certainly encourage every Mem-
ber, if they haven't already done so, to read their testimony, the
written testimony. It is very well done and very good and gives a
great deal more detail as to the rationale that you have heard from
the witnesses.

With that, I would like to turn then to Senator Mack.
Senator Mack. Mr. Chairman, since I just came in, why don't

you go ahead?
Mr. Packard. All right. Lret me go then to Vic Fazio. I will still

reserve my time for last.

Mr. Fazio. Thank you, Mr. Chairman.
I appreciate it. We did really have some contrasting views here

and I am sure we can develop even more contrast as we go along.

I guess the thing that impresses me most about what has hap-
pened at GPO since I have been paying attention to the tremen-
dous reduction in both personnel and appropriations, we have I

think reduced the number of people there in the last 25 years,

probably by 50 percent almost.
Mr. Boyle. Fifty percent?
Mr. Fazio. Yes. I think it is something in that neighborhood and

I think we have also seen a line of almost that percentage in appro-
priations, and yet we have not only continued to produce a product
that meets our needs, but we certainly have seen a tremendous
change in the formats used in the modernization of plant and
equipment. So there is obviously some willingness to change and
downsizing has been the norm for a long time.

But I have always believed—and I may be wrong, and I am anx-
ious to hear comments from all of the panel—that one of the prob-
lems we have had at the Federal level is a proliferation of in-house
printing operations in executive agencies, all of which have their

own overhead involved, all of which require a certain amount of ad-
ministration and personnel. We have always conceived of GPO as
a clearinghouse.

In order to get the private sector involved in bidding on printing,

it was a central point through which those private printers, some
13,000 printers across the country, members of the Printing Indus-
tries Association of America seemed to believe are participating in

a contractual relationship which meets their needs, and I would
hope the taxpayers' needs. I would be interested in the reaction of

the panel, do you believe there is a problem of proliferation of
printing in the executive branch—and I am not saying that cer-

tainly there aren't some agencies that have to have the ability to

do their own work in a timely way or secure way, but do you be-

lieve that is a problem? And what is the malfunction, if there is

one, of our contracting relationship with the private sector, which
does the vast majority of printing that is done for the Federal Gov-
ernment? I would be interested in the reaction of all of the panel.
Mr. Boyle. If I may start.

Mr. Fazio. Might as well go in reverse order.
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Mr. Boyle. All right. I was one of the original members of the
Federal Electronic Printing Committee of the Joint Committee on
Printing, and that was back in 1964. One of the problems then was
that oversight—^there was a lack of oversight, it had gotten out of

hand where the individual government agencies on a survey were
installing, without permission, printing equipment in-house and
throughout the entire country and were doing work that could, we
decided, well be put out at a cost saving to the private sector. And
the GPO at the time enlarged the number of procurement offices

they had.
When I was Public Printer, we had 19 procurement offices scat-

tered throughout the United States where we brought the printing
in the field for those agencies, including the military and the execu-
tive agencies, that originated in that area that we could place with
printers in that area. And in the central office area we developed,
and it grew, one of the best I think and largest procurement pro-

grams that was able to service the agencies, remove work from the
GPO that we felt could be purchased outside more economically
from the private sector and we developed a roster of literally hun-
dreds, in fact it was up in the thousands, of eligible printers that
could meet the criteria of bidding on a government job, delivering

the quality that we wanted in the government to the agencies that
we required, and deliver it on time.

And we got this big list, it is in existence today, and I don't think
there is any big list in existence anywhere in the Federal agency,
even in the military that is good as this, and it is maintained now
and overseen by a staff* of 450 people, buying printing from the pri-

vate sector. The agencies, without oversight, have a tendency to

grow because they like to set up their own little dynasty. Why send
it to the GPO or why buy it outside if I can get approval to put
my own little printing plant in?

The other thing that has changed and is going to continue to

change in this time, since the time I referred to back in the 1960s,
is there has been a huge change in technology where a typist sit-

ting at a desk on a terminal can input data to a computer and with
some of the computer format programs can come up with a type-

set page, with illustrations and everything just as good—well,

printers will argue, but just as good as a skilled printer with 25
or 30 years experience can do. And that can go out to a, if they only
want 500 or 300 or 200 copies, can go out to modem, low-cost, fast-

run, quick turnaround reproduction equipment that they can have
right in-house, and their argument is that it is not a press—it is

a piece of reproduction equipment they don't need approval on to

get from Congress, that they can buy.
And so, yes, there has been a proliferation of printing done in-

house that agencies don't call printing, they call it high-quality du-
plicating. And the Joint Committee on Printing tried to get ahold
of it over the years. They did a good job, but I don't think they will

ever get ahold of it as long as technology keeps changing, and they
can do it fast and at low cost. And I don't know whether what they
are doing is wrong.
Mr. Fazio. Let me yield to Senator Mack for a second.
Senator Mack. Implied or actually stated in your response was

that, in essence, all of this printing is taking place in the various
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agencies because they are building turf as opposed to they can get
it quicker?
Mr. Boyle. Some.
Senator Mack. They can get it cheaper? I mean, again, try to

make an assessment for me as to

Mr. Boyle. Well, most of it is because they can get it quicker in-

house. Anybody with an in-house printing plant has it mostly to

get it quicker.

And secondarily, a lot of them aren't interested in the price. They
want it tomorrow morning. Just like the Congress. The Congress
wants the Congressional Record tomorrow morning. The Congress
wants their reports, and rightfully so, I won't argue, tomorrow
morning. The leadership in the House and the Senate want that re-

port delivered over on the Floor at 8:00 o'clock in the morning. If

it isn't there, there isn't any action going to take place on that bill

that day.
Senator Mack. Your point, though, that the interest is really one

of time and speed as opposed to

Mr. Boyle. I think time and speed is the interest more than cost;

yes, sir.

Mr. Fazio. I mentioned security. I have heard that argument.
Mr. Boyle. Well, security always comes in. Security will come in.

Security will come in in military, rightfully so, I am not going to

argue against security.

Mr. Fazio. But there has probably been more turf development
in the military than in most other areas of the government.
Mr. Boyle. Oh, yes. We fought the military for 40 years on de-

veloping in-house potential. But we took—a lot of the work, a lot

of the military has cooperated. Some branches more than others,

but a lot of the military work is out on contract; and I mean hun-
dreds of thousands of dollars in military work. A particular branch
of the military didn't cooperate as much as other branches of the
military. Not going to name it.

Mr. Fazio. Well, let's hear from the other two witnesses.
Mr. Sprehe. I was around the Office of Management and Budget

in the early 1980s when 0MB and GPO did an in-house study of
printing facilities and I think they identified 1,050 printing facili-

ties in executive agencies. They were going to close a lot of them.
I think they eventually about five years later had managed to close

50. Of those 1,050, about 450 were in the Department of Defense.
I think that the enormous changes in information technology

have come to mean that the printing needs to be thought of as part
of the information systems operations of agencies, and it needs to

really be integrated with information systems. It is a mistake, as
far as I am concerned, to single out printing, and I think it is a
mistake we make because of the historical accident that we have
in the Gk)vemment Printing Office. But when agencies are generat-
ing information, they are now looking at whether they want to put
it out on-line over the Internet, whether they want to put it out on
computer diskette or CD-ROM or whether they want to print it.

And those kinds of decisions ought to be made in conjunction with
the whole planning of the information management exercise.

And as far as I am concerned, the printing function ought to real-

ly be procured along with the whole information systems function.
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And as we make improvements in the procurement of computers
and telecommunications, I think that we should pay attention to

how we can improve the procurement of printing so as not to have
these empires built in the agencies.

Mr. Sawyer. Joe Wright and I were the authors of the study that
you just referenced, and it is very discouraging to me, having left

before it was finished, to hear you report that only 50 of those
plants were closed, because quite frankly, they all should have
been. One of the things that has gone wrong is that the Joint Com-
mittee on Printing is using the waiver process, authorized hun-
dreds of printing plants as the exception to the rule as embodied
in Title IV of the U.S. code, but has done so without a sunsetting
provision. So the technology changes, the needs change, but the in-

house printing operation goes on forever, the employees are em-
ployed forever, the cost to produce the product skyrockets without
end.

I think the problem is broader and deeper. I think it is a philo-

sophical problem. The Congress and the government are basically
involved in functions that best belong in the private sector. You
have got the macro control of the executive branch or the budg-
etary process. You control the purse strings. If they begin to go
astray in any field, you can rein them in. Why attempt to

micromanage it? Subcontract the whole process, printing the
whole—let them chart their own course on the information super-
highway, but justify it to you when they appear in front of you at
Appropriations Committee hearings, period.

Mr. Fazio. I don't know how much time I may have left, Mr.
Chairman. Probably none.
Mr. Packard. Can we come back to you on another round?
Mr. Fazio. Sure.
Mr. Packard. Let's go to Jim Jeffords who has joined us, also

Senator Bob Bennett.
Senator JEFFORDS. I have no questions.
Mr. Packard. All right. Mr. Hoyer?
Mr. Hoyer. I am not on the committee, Mr. Chairman, so I will

yield to Mr. Miller.

Mr. Fazio. An interested observer.
Mr. Miller. You didn't comment about reading an article that

was in the Post this fall which said the Gk)vemment Printing Office
is losing money and has been running on red ink. According to this

article, they are projecting bigger losses this year. Could you com-
ment about this loss—why they are losing the money and what
concerns it raises with us?
Mr. Sawyer. All right. You want to go in reverse order in that

one? I read the article. In fact, I have about 10 copies of it on my
Fax machine. The day it ran in the Post, the copies started to come
in from various and sundry friends. I got at least 10 by 5:00 o'clock.

I wrote the current Public Printer a letter the following day, and
I think I can paraphrase it.

It said, Mike, I just read the article in the Washington Post and
if you changed the date and you substituted my name for your
name, nothing has changed, nothing has changed. The same prob-
lems we were dealing with 15 years ago were detailed in the arti-

cle, but no resolution.
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What is happening is that executive branch agencies are going
around Title IV for a variety of reasons. The volume being proc-

essed by the agency is going down. There isn't the will to reform,
or at least there hasn't been the will to reform. I think this is an
area that cries out for congressional action. I think you have got
to do something. You have either got to break this thing up and
send its appendages off to where they belong, or you need to pri-

vatize it, period. It can't go on. This has been going on now for two
decades. And the situation is going to get worse and worse and
worse.
Mr. Sprehe. I looked at this a little bit from the standpoint of

the executive agencies since I was an employee in the executive
branch. I think that GPO—that what will change is GPO will con-
tinue to lose more money faster. Because the information tech-

nology is such now that the desktop publishing machinery that is

available, I mean we all know that we can go out and get a laser
printer for our PC for $500 or $600 now, and that is not going to

change except that the prices are going to get cheaper and the
technology is going to get more powerful and it becomes a com-
pletely discretionary peanuts expense for an agency to buy printing
equipment, relative to its overall budget.
So more and more printing will escape GPO. It will also escape

GPO because, frankly, the agencies think it is a stupid law and
they flout it whenever they can. And if they can figure out a way
to go out and procure their own printing, they will do it.

So the agencies won't bring the printing to GPO because they
don't think it should go there, number one, and number two, be-
cause they have a piece of machinery sitting on their desk and they
can do it themselves. The system is broken, and I think that the
fix calls for a rapid solution.

Mr. Boyle. The article in the Post was not entirely true. In the
first place, the Government Printing Office receives its money by
billing the government agencies for the work it does, and when it

does the work, it gets the money back in to replenish a revolving
fund, it bills the Congressional Printing, and binding is done by

—

it is billed to an appropriation committee and the appropriation
committee tells us what they are going to spend in that fiscal year
for printing and binding.
Now, there is no way possible to lose money. You do the work

and you bill your customer for it; if he pays you, you make even.
Okay? Now, I am not talking about the documents operation be-
cause we are talking about the printing and binding operation.
Leave the documents operation out of it. The Ck>vernment Printing
Office bills for the work that it does at the cost that it takes to do
it. So how does it lose money? You have to talk about apples and
oranges—I mean you have to talk about apples and apples.

Mr. Miller. Many of us on our side of the aisle have also ques-
tioned the Washington Post's reliability on occasion as well. Do I

have time for another question?
Mr. Packard. Of course.

Mr. Miller. There are several suggestions out there. Vice Presi-
dent Gore recommends eliminating the Government Printing Office
monopoly. There is a bill by Representative Klug from Wisconsin
to dramatically downsize the GPO. And Representative Dunn is
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proposing total elimination, to pay for a reduction in the fuel tax,

so they have a double motive involved there.

Do you have a comment about those three proposals out there:

the elimination of the monopoly, the total elimination as Rep-
resentative Dunn has proposed, and Representative Klug's bill?

Mr. Sawyer. Do you want to go in the same order?
Mr. Boyle. You want me to start? Okay.
I would like to comment. I am not totally familiar with all of the

introduced bill. I have heard about it, okay? And again, when you
talk about downsizing the GPO, people don't realize what is done
and what is required to print a publication. I am looking at that
appropriation hearing right there. Or thinking of the Congressional
Record. It takes a certain number of people to take the keystrokes
that have been gathered by the Official Reporters, the Official Re-
porter, the Reporter of Debates of this committee, and by the Offi-

cial Reporters in the House and the Senate that take down the
Congressional Record, and that data has to be accumulated some-
where, and reread and corrected and gotten in some kind of an
order to put hopefully some day into a computer database, and it

doesn't get in there by immaculate conception, okay?
It gets in there because trained people with 25 or 30 years of

service go over it, key it in many cases. It is so dirty with errors

that it has to be rekeyed again, and I am not talking because this

reporter made the error, I am talking because we all get a chance
to take a second look at what we said and add additional data, in-

troduce additional data and add to our extensions of remarks and
everything else. For instance, the Congressional Record extension
of remarks gets everything from clippings out of newspapers to rec-

ipes for apple pie.

Mr. Miller. What about eliminating the monopoly aspect?
Mr. Boyle. Well, eliminating monopoly, the monopoly is that ev-

erything has to come into GPO and be done, all executive agency
work.
Mr. Miller. So you don't agree with that?
Mr. Boyle. Well, first of all I don't agree that it is a monopoly

because right now it is a dollar limit that the agencies can go out
without coming to the GPO and go out and get their own work and
it changes over the years. When I was Public Printer I think it was
$2,500. But it has gone up. And that is something we have no con-
trol over. That is the Joint Committee on Printing; okay?
Mr. Miller. Can I get a quick response, if I might.
Mr, Boyle. I am using up everybody else's time. Am I in favor

of it? First of all, I don't think it is a monopoly. I think it is a serv-

ice to the agencies that we have one procurement agency to

produce and procure $526 million worth of work from the private
sector

Mr. Miller. You are challenging the Vice President and The
Washington Post in one hearing.
Mr. Boyle. I don't agree with what the Vice President has done,

and a lot—I can't help it; I am a citizen. I don't agree with some
of the downsizing that the Vice President is recommending, and
that would be one thing. I don't think that the GPO can be
downsized by just breaking away and—first of all, it doesn't have
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Mr. Miller. If the other two have brief comments.
Mr. Sprehe. I am in favor of doing away with monopolies, be-

cause I think monopoHes are inefficient. That is part of the reason
we have antitrust laws, because of their negative economic effects;

and the General Accounting Office in its 1990 study of GPO said

that the monopoly-like arrangement has insulated GPO from mar-
ket forces that led to massive inefficiencies. I mean when a sister

agency in the legislative branch says that, I think we have to pay
attention.

GPO may not monopolize all of the printing, they monopolize all

of the procurement printing. I think it is just not the way to

produce government information and distribute it to the public to

have the agency created and take it all along the way and then
suddenly stop and hand it off" to another agency that doesn't know
anything about the information and can't answer the questions of

users in the public. I think the agencies ought to have that—have
control over the production and distribution of their own informa-
tion.

Mr. Packard. Do you have any comments?
Mr. Sawyer. Yes. If you went to the executive branch agencies

today and polled them, they would close to unanimously tell you
that the Grovemment Printing Office should be abolished in one
form, shape or another. If you went to the private sector contrac-

tors and asked the same question, it would be a lopsided 90/10
vote. I think you would probably get the same thing from the tax-

payers. One small example of what the problem really here is.

During the time that I was Public Printer and prior to that time,
there were some very grandiose plans about building new facilities

at GPO, very modem, one-story printing plant out in the suburbs
some place. I came to the conclusion that that was not necessarily
a good plan. Somebody took that plan and stuck it down in a desk
drawer somewhere and waited for me to leave and then resurfaced
it. And if you don't act decisively and do something that rectifies

the problem in its entirety, your predecessors will be sitting in here
10 to 20 years from now asking exactly the same questions about
exactly the same problem.
Mr. Packard. Thank you very much.
Mr. Miller. Thank you.
Mr. Packard. Senator Mack.
Senator Mack. Thank you. A couple of different I guess ap-

proaches here. Mr. Sawyer, you indicated that transferring the
printing procurement function to GSA just makes sense. Why don't

you just expand on that a little bit?

As I understand it, there are two major functions we are talking
about here. There is the function of the congressional require-

ments, what we need to get these types of things done, and then
there is the executive branch requirements, and so why don't you
tell us why you think GSA is the way to do that. I might say in

light of the fact that I understand that 80 percent
Mr. Fazio. Eighty percent of the printing is contracted out to the

lowest performing.
Mr. Sawyer. You have different functions. The printing breaks

down in the two parts. What is done in-plant, about 20 percent,

and what is procured, about 80 percent. GSA procures everything
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else for the United States, why not just give them that as well?

You could take the procurement options on the procurement side

of the equation and transfer that to GSA, or get a private sector

contractor to handle that function on a long-term 10-year contract.

There is one or two ways to go.

Senator Mack. What is the savings—^what are the efficiencies

that come from
Mr. Sawyer. Oh, the efficiencies are absolutely enormous. You

have 50,000 private sector printers out there, maybe more than
that now, 50,000, 55,000 private sector printers, many of whom,
probably 20 percent, 9,000, 10,000, are competing for the govern-

ment's work. And they have got a Thursday open for the next three

months. In the printing business you got to run the stuff at 110
percent of capacity to make a buck today, it is an extraordinarily

competitive business.

So the government is looking to put the job on press, they have
a press open on Thursday, they bid on an incremental basis to get

that job. They will come in at an extraordinarily low level to grab
the job.

In other words, the cost of paper, the cost of the employees' time,

the government does extraordinarily well in procuring printing. It

is a function that has been performed and performed well for a
long, long, long time. That raises another question. If you can get

it printed so cheaply in the private sector, why do anything in-

plant?
Senator Mack. But where are we going to save if we shift the

80 percent procurement being done by GPO to GSA?
Mr. Sawyer. There isn't—I doubt that there is going to be a sav-

ings there. If you shift—if you shift all of it to the private sector,

I think you are going to see a substantial saving, the 20 percent

that is still done in-house.

Senator Mack. So your focus really is why are we still doing 20
percent at the GPO? That is really what you are saying.

Mr. Sawyer. Well, that is one. Yes, that is one of the focuses.

Senator Mack. (Jo to the next one. If we shift this to GSA, what
am I going to say to my colleagues as to why we are doing that?

What if we accomplished—other than the fact that we might want
to say that it makes no sense for the Congress, for the legislative

branch to be involved in executive functions, I mean these are

—

this is executive agencies printing requirements that are somehow
or another under the control of the legislative branch, what else

are we accomplishing by making that shift?

Mr. Sawyer. Not really anything. You are getting out of the
business of micromanaging, but still not giving up the control, be-

cause you still have the control through the appropriations process.

Senator Mack. Now, let me get back to—I want to kind of shift

gears, somebody else might want to pick up on those points. But
when we were chatting a moment ago, Mr. Boyle, you talked about
speed and time, I think was your response to my question, and Mr.
Sprehe, you talked about the importance of, in essence, kind of

total information system, which included the option or the ability

to print, which I kind of see as tying those two things together,

that one of the things that you would—that everything has to ac-

complish in this day of instant communication is being able to get
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their document out when they need it, whether it is Uke this or
whether it is a single page.

I guess my concern—my question really is, what is the time

—

what kind of time and investment is it going to take to get our in-

formation systems to the point that they can in fact do the printing
that is going to be required under the situation? What I am envi-
sioning is I guess an executive agency that has this capability in-

house that can in essence say this is a document that we need to

get out and we will just develop it in our own in-house information
system and be done with it. Is that something we are capable of
doing now? If not, what do we need to do in order to make it hap-
pen?
Mr. Sprehe. Well, I think the agencies are doing a lot of that

now with their desk-top publishing. We are all aware of the fact

that one of the pressures that the electronic age brings us is that
we want instantaneous information. We want it now, in print or on
a screen, or in sound, just action quickly as we can get it, and that
pressure is going to continue, and it certainly won't change. So I

am not entirely sure what your question is.

Senator Mack. Well, I guess are you suggesting, in response to

an earlier question you were talking about in essence an integrated
system.
Mr. Shrehe. Yes.
Senator Mack. Where our printing requirements, or the printing

requirements of a particular agency would really be available as a
result of pushing a button that says, okay, let's print out X num-
bers of documents. My question really is, are we capable of doing
all of that now in the various agencies of the Federal Grovernment?
Mr. Sprehe. Not the big press stuff, no. I think you still have

to go to big presses for big press runs.
Senator Mack. Give a novice like me an idea of what is big press

stuff and what is not big press stuff.

Mr. Sprehe. I will have to turn to my printer friends for that.

Mr. Boyle. Well, let me make a comment.
A lot of what is happening is that agencies, people out in the pri-

vate sector businesses are using the computers and using copying
machines to get multiple copies and produce multiple copies of
work that could be much more economically produced on a 40 or
50-inch press. Why are they doing it? Because they can do it in-

house and they can get it, but they don't worry that this particular
copy cost 4 cents, but 1,500 of them cost 1,500 times 4 cents and
it costs money to put it together. It is cheaper—the higher your
quantity runs, the less your per copy cost. So to put a copy on a
web press and print 50,000 copies, the per copy cost goes way
down. But to print one copy is way up.
Senator Mack. It seems to me that there is a fundamental ques-

tion here, and again I don't have enough knowledge at this point
to make any decision on it, but it seems to me one of the questions
we ought to be asking ourselves is how has—let me see if I can
phrase this right—how have the requirements changed?

In other words, in the past it could be that all that we printed
were in fact big press requirements. It may be that today, that the
greater requirement are a lot of different bits of information and
fewer numbers of them. In other words, I am trying to get a sense
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of what do we demand of our system today compared to what we
did 10 or 15 years ago? Let me—let me give Mr. Sawyer a chance.

Mr. Sawyer. Each agency, each department obviously has an in-

formation officer or department, and they are trying to commu-
nicate. Agriculture with farmers. Defense with the service itself, et

cetera. The requirements of the agency determine the form of com-
munication in the broadest, general sense.

And as we are moving into this new age, we are moving more
toward dependence upon the electronic information movement of
information and away from the printed word. One of the reasons
I think you are seeing the number of dollars processed through
GPO remain stagnant or go down in constant terms is not only are
the executive branch agencies doing more on their own in disregard
for what the current law says, they are also using other means of
transmission of information. That is going to continue.

Interestingly, this is the year—you know, in the private sector

you look at things like where is advertising revenue being spent.

This is the year when more advertising revenue is spent on tele-

vision for the first time in history than has been spent on news-
paper. Newspaper circulations are dropping, more and more people
are depending upon television, cable, electronic transmission of in-

formation, as their primary source for news, that kind of thing. So
there is a trend that just permeates our society from one end to the
other to depend more on the tube than on the printed word. So that
the volume being processed by GPO is probably going to continue
to decelerate over time.

Isn't it better to let the guy, agency X that is in charge of that
function, determine how best to transmit the information than to

have sort of an arbitrary grid formula that you have to follow? In
other words, the old independence and freedom argument. Let the
people in charge in the agencies and departments make their own
decisions, hold them accountable through the appropriations proc-

ess, but let them chart their own destiny.

Senator Mack. I would just ask you one more question if I could,

Dan. A moment ago you said if you asked the executive branch
agencies' spokesmen, and let's say the private printers, would they
close down GPO, the answer is yes. In just a couple of phrases,

why would they answer yes? I mean why do they want this? There
are some obvious things that I might think of
Mr. Sawyer. The executive branch should view this as an im-

pediment to progress, and the private sector contractors view that

work as work that should be in the private sector, that can be pro-

duced cheaper in the private sector. They resent the fact that they
see taxpayers—they are taxpayers, too, they resent the fact that

the taxpayer dollars are going to an inefficient and uneconomical
manner that the government's work is being produced in-plant.

They know in their heart of hearts they could do it better and
cheaper.
Mr. Boyle. Mr. Chairman, could I make a comment?
Mr. Packard. Of course.

Mr. Boyle. I don't agree that all of the executive agencies would
vote if they had to vote to close down the GPO. I would agree that

they would ask not to have to get the printing done at the GPO
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for the reasons that we talked about before, that they want to do
it themselves or do it in-house or procure it themselves.

Secondly, Mr. Sawyer made a comment that of all of the printers,

and there are about 50,000 in the United States, that about 20,000
are on the GPO bid list, and they are all interested in doing work
for the GPO and they would all be able to do it cheaper. If I was
to take that hearing right there, that appropriation hearing and
write a specification and go out on bids in the entire United States,

do you know how many bids I would get of interested printers that
wanted to do that book in the required scheduled time? About six.

That is how many people would be interested in doing that print-

ing. And there would be three higher than the GPO price, and
there would be one about the same, and there might be one lower,

because he needed the work in his plant.

Mr. Packard. Well, my only response to that would be of course
is that six is enough. One can do it cheaper than the government,
then the work would be done. But let's go to Mr. Thornton and
then we will come to Senator Bennett.
Mr. Thornton. Thank you very much. I will be very brief. Pur-

suing that same line about the preference of the people who are in

the printing business, I was impressed that Mr. Ben Cooper, who
is the Senior Vice President of the Printing Industries of America,
a trade group of 13,753 printers, is quoted in the Washington Post
article of December 27th, 1993. Quote: "There is not a better con-

tracting system in the Federal Grovemment, and why they would
want to change it I don't know," said Ben Cooper. That is a pretty
large and substantial group of printers who seem to think that this

is not a bad procurement policy for the 80 percent of the work that
is being contracted out.

But I would like to pursue what we might do with the 20 per-

cent—and that is what we are really talking about—of work that
is being done in-house. First of all, is GPO the largest in-house gov-
ernmental printing activity within five miles?
Mr. Boyle. Oh, within five miles? Yes, sir.

Mr. Thornton. The Pentagon is within five miles or is it not?
Ten miles?
Mr. Boyle. Well, that is close enough. It is the largest.

Mr. Thornton. Isn't the Pentagon private printing defense print-

ing services a larger in-house operation than the GPO?
Mr. Boyle. Not when I was Public Printer, sir.

Mr. Thornton. Well, this newspaper account now says that the
defense printing service operates its own presses and does more in-

house printing than GPO. They produced $213 million worth of
printing compared to GPO's in-house printing of $203 million.

Mr. Boyle. See, that is proliferation.

Mr. Thornton. I think maybe, Mr. Chairman, we ought to call

that to the attention of one of our sister committees. If in-house
printing is so bad, maybe we ought to have a look at whether some
savings
Mr. Fazio. If you would yield, this committee has asked the

GAO, I hate to mention them, to do the kind of analysis that will

enlighten the Defense Subcommittee as to the amount of money
that is sometimes spent, we think unnecessarily.
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Mr. Boyle. I was not aware that has happened within the past
15 years. They have grown. So that is an answer to proHferation
or printing in the executive agencies.

Mr. Thornton. Well, proliferation of printing is indeed a big
problem. If we were to decide that we just ought to close this down
and go out and hire somebody to do a daily Congressional Record,
a daily Federal Register, to have it on everybody's desk at 8:00
o'clock in the morning, how many people on the eastern seaboard
are capable of doing that today?
Mr. Boyle. Well, right today, I don't think anybody could do to-

morrow's Congressional Record, because number one, somebody
has got to get the data together and keyboard it and that is done
in the GPO, working with the Reporters of Debates.
Mr. Thornton. That is a pretty big operation.

Mr. Boyle. Secondly, after it is deboarded, the press work has
to be done and it is run on presses in the GPO, and it is bound
in the GPO and it is mailed within the GPO, and a lot of that
equipment is specialized equipment. Now, if you were to say to

somebody, get yourself ready to do the Congressional Record, you
have got—^you name the price, I will give it to you, he would go out
and he would have to staff for it and he would put in equipment
to do it and he would be able to do it, any printing job.

Mr. Packard. Will the gentleman yield on that point, because I

think it is a very interesting point.

I think that the question perhaps would be more appropriate,
rather than asking how many printers could put the journal on our
desk at 8:00 o'clock in the morning is, is it essential that we have
a hard copy of the yesterday's journal on our desks at 8:00 o'clock?

Would it be more realistic in today's technology advancement to

have that journal on our screen available to our staff to pull up at

a 8:00 o'clock in the morning?
Mr. Thornton. Indeed.
Mr. Packard. But maybe at 5:00 o'clock that afternoon have a

hard copy in each office, if they want it, and instead of 20 copies

in each office, maybe one or two copies, and maybe not have any
copies on the Floor underneath each desk.

Mr. Fazio. If the Chairman will yield, that is information that
is available today through GPO.
Mr. Sawyer. I would like to comment.
Mr. Boyle. I would, too.

Mr. Thornton. I am enjoying this, Mr. Chairman.
Thank you very much for that amendment. Let's get some fur-

ther response.

Mr. Sawyer. I think you are absolutely correct. I think those
keystrokes could and should be captured here in the Capitol, and
that is it. They don't need to do the recapturing across the street.

Mr. Packard. Or into 1400 depository libraries.

Mr. Sawyer. It could all be captured here in the Capitol and you
could have a private sector contractor out in the Shenandoah or
over on the Eastern Shore, or what have you, rolling off whatever
number of printed copies that are still required by both the govern-
ment and by the private sector, do it on a long-term contract. If you
put that out for bid, you would have an awful lot of printers who
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would love the opportunity to get in and do that. You don't need
these intermediate functions.

You can have the keystrokes captured here, you can do exactly

what you have just said, it can go on-line to systems across the

country, including the depository library system. You don't need
the middleman. You can eliminate the middleman at this stage of

the game.
Mr. Thornton. Pursuant to that, is there some advantage in

having the same company or the same entity that is doing the

printing version keying it into the Internet so that it is imme-
diately electronically available?

Mr. Sawyer. You could do it either way, you could do it by gov-

ernment employees or private sector.

Mr. Thornton. Isn't that what GPO has been doing for the past

couple of years?
Mr. Boyle. Keying it in.

Mr. Thornton. Yes. And it is available now.
Mr. Boyle. Oh, yes, sir. It is available now. Yes, sir.

Mr. Thornton. So you get both immediately, and if it could save

some money to wait to get the printed copy
Mr. Packard. If you would yield again, my understanding is, and

again, I am like Senator Mack, I am still learning.

Mr. Thornton. I am, too.

Mr. Packard. But my understanding is that we run presses all

night long to get it out by 8:00 o'clock in the morning. That costs

more than running a daytime shift. I see no, at least in today's

technology, no real need to provide it in every office and on the

Floor of the House and wherever else we provide it by 8:00 o'clock

in the morning in a hard copy if we make it available on soft copy.

Senator Mack. Could I just ask the question, how many people

read the Congressional Record before noon?
Mr. Thornton. I do on occasion.

Mr. Packard. Well, ask it a different way. How many, if they

had it available on their screen.

Senator Mack. I was just going to say, you have it available on

your screens.

Mr. Fazio. Maybe after the elimination and revision and exten-

sion of remarks, we all better read it.

Mr. Thornton. Well, Mr. Chairman, I think yovi have really ex-

panded and hit a key point. We should be looking at ways here of

doing this job to meet our present needs more efficiently at lower

cost, if that can be done. We should not miss the point that pres-

ently there is no one on the eastern seaboard that could take this

job on and do it without buying the equipment and the plant that

is presently in the GPO office.

Mr. Boyle. Can I add something to it? There is a bigger problem
than that, and that is let's say that today is Thursday and tonight's

record is, let's say tonight's record is 320 pages, okay? That is

great. I staff for 320 pages. And Friday the Senate and the House
both go out and there isn't any record. I have got enough people

there to print the record, and on Monday I have got a big record

and I have a record of as high as 480 pages and it takes a lot more
equipment to do 480 pages than it did to do 16 which was the

record the day that the Congress opened, or I have seen it that low.
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So you have a tremendous fluctuation in the size of the record from
the—and the quantity stays the same.
Mr. Thornton. Mr. Chairman, I have exceeded my time. I want

to thank you for being generous, and I do want to thank you for

the stimulating discussion.

Mr. Sprehe. If I could comment, I think the direction towards
which your questions are tending, Mr. Chairman, is to cause us to

look at the larger issue here, which is not just how is this informa-
tion delivered back to the Congress, but how is it delivered to the
American public? I mean that is one of the fundamental things we
are after here.

Mr. Packard. And who should deliver it to the American public.

Mr. Sprehe. Yes. And are the current arrangements the most ef-

ficient and effective way of serving democracy by getting the gov-
ernment information out to them.
Mr. Packard. If I may interject here, I think it is becoming more

and more obvious to us here that electronic information is going to

become more and more prevalent and certainly much more desir-

able as we move forward. And by virtue of that, there should auto-
matically be a reduction of need for hard copy, at least in the num-
bers that we are used to doing in the past.

And then it becomes a question in my judgment as to how we
provide that electronic information to the public as well as to gov-
ernment agencies, and Congress itself. And that becomes a debate
as to whether the Library of Congress is a more suitable agency,
whether HIS is, or whether GPO is, or what agency so that we can
eliminate the duplication as we have allowed it to grow over the
last several decades in the hard copy printing. We don't want that
to develop in the long term in the soft copy information. And I

think that is the burden of this committee: how to best make that
transition and not replicate the duplication that we are now experi-

encing in hard copy.

Senator Bennett.
Senator Bennett. I have enjoyed this and learned a great deal

from it. If I were the decisionmaker in a corporation facing this

question, I would be tempted to say, don't provide the record at
9:00 o'clock in the morning, without telling anybody you were not
going to. Just don't do it, and then see how many phone calls you
got.

Mr. Packard. Maybe it is like the ice bucket. Nobody would com-
plain if they didn't show up the next morning.
Senator Bennett. Don't do it and see how many phone calls you

got and from whom and you would learn very quickly how many
copies you needed to print. And you would learn very quickly
where they needed to be delivered. I remember when I was an AA
here years before, I read the record every morning; the first thing
I did, along with the morning newspaper. Today, when I give a
statement on the Floor, my staff looks at the videotape. They are
far more interested in getting the videotape on the television than
they are reading the record and getting my words in the news-
paper, because more of my constituents watch the television than
read the newspaper.
Now, as to the other question that you are raising, I just give you

that piece of gratuitous advice. That is what I would do if I were
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my company. I would quietly tell you with nobody listening, next
week all week don't deliver it until noon and see what happens. Let
that night crew go off, print during the day, see what happens, see
who calls, see who complains. You are going to learn an awful lot

more than you are going to learn in all of these hearings put to-

gether.

Now, the other question I raise, I think we asked the wrong
question. We ask the question, how many printers are capable
right now of doing the record, and the answer is none, because they
don't have the equipment, they would have to do this and so on
and so forth.

Mr. Boyle. To do it tomorrow
Senator Bennett. Yes, I accept that as a given. My question is,

if you put this up for bids, there would be a transition period of

six months, eight months, whatever it is, how many printers would
bid on it?

Mr. Sawyer. Scores.

Senator Bennett. And the next question is why don't we let

them and take a look at the number.
Mr. Boyle. Well, you could. You could run an exploratory.

Mr. Packard. You are 80 percent now.
Senator Bennett. I understand. Why don't we just try it, and if

the numbers come in and, by George, yeah, you have scores of bids,

but they are all $1 billion higher than GPO, the market has just

told you something that you really want to know. If they are all

$1 billion lower than GPO—I mean that is too big a number. But
if they are all 20 percent below GPO and you have a dozen people
bidding, the market has just told you, Mr. Chairman, what it is you
wanted—is that too simple?
Senator Mack. Probably.
Mr. Boyle. Let me make a comment, if I may. Mr. Chairman,

could I comment on that?
Mr. Packard. Of course.

Mr. Boyle. An exploratory bid is—can be totally misleading, be-

cause everybody that knows that they weren't going to be held to

what they bid, the figures that you would get, information you
would get would be worthless, okay?
Mr. Packard. That may need to be a separate issue that the gov-

ernment may need to address. But the bid process is still a valid

process.

Mr. Boyle. But the real difficult problem of getting somebody to

do the Congressional Record is what does he do with his people
when you guys go and take a month vacation and he doesn't have
any work? Okay? And he staffs for it, and he puts in equipment
for it. What does he do when you don't give him any record on Fri-

day and Monday?
Senator Bennett. I presume that he is competent enough to run

a printing operation big enough to allow him to bid, he is also com-
petent enough to figure out the answer to that question.

Mr. Boyle. Well, the answer to that question is simple. He has
to have other work, the same as the GPO has to have other work.
Senator Bennett. I understand that, and as I say, if I were run-

ning the printing operation and I looked at that and decided it was
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an insoluble problem, I wouldn't bid. I have been in the business
of bidding.

Mr. Boyle. True. That is why you won't get any bids.

Senator Bennett. Well, if that is the case and you don't get any
bids, that is information that we have got here and we can adjourn
the hearing.
Mr. Fazio. Senator, could you yield just for a second?
Can you imagine what the printers who would be spending most

of January doing this year other work, all of a sudden we have 100
days to do two year's work and those printers are hanging out to

dry. So I think, you know, the kind of vagaries of the legislative

process have really driven the need to go through the Government
Printing Office.

But I might say that the concern about having overhead, that
Dan was talking about earlier in the private sector, I wish we had
the same attitude in those Federal agency shops. They don't worry
about Thursday. Thursday is just a down day.

I think the point we need to get together here is that there are
people in the Federal Grovemment who are not trying to be as effi-

cient as GPO, or we know the private sector. If we could con-

centrate on that inefficiency that is escaping GPO, we would have
I think accomplished a great deal for the taxpayers.
Mr. HOYER. Senator, if I might, Mr. Chairman, make an observa-

tion as somebody who doesn't know as much about GPO as I am
going to know in the next few weeks.

Senator BENNETT. You know more about it than I do.

Mr. HOYER. Well, I may, but I know a little bit about contracting
out, and Mr. Boyle, let me tell you what I think would happen. I

don't know whether it is six, and I don't whether one would be
below or two would be below GPO at the outset, but I am abso-
lutely convinced that as soon as GPO went out of business and that
contract expired three years, five years into it, that the bid would
be substantially higher than you otherwise would have been able
to do it for GPO, because we would then in effect have a sole

source, because this sole source would have built—there aren't very
many demands, particularly if you took defense and you consoli-

dated it, there aren't that many demands obviously for this level

of printing, and this kind of work flow.

So I think that, yes, the bidding process, Mr. Chairman, would
work in the short-term; yes, you may get valid bids in the short-

term. I think Mr. Boyle is right, some bidder would come in and
low-ball the bid who had enough capitalization to carry it for a lit-

tle bit of time until the volume got up; that obviously would be a
very lucrative contract if run efficiently, as Mr. Sawyer points out,

but thereafter my observation has been once you get out, that costs

escalate faster on contracted-out work, not all the time, but in

many instances, than it would have at a level continuing the work
being done
Mr. Fazio. We have seen that at the Department of Energy with

their contracts.

Senator Bennett. I can understand that
Senator Mack. If I could ask a question.
I mean if the theory is that you bid it and somebody for whatever

reason decides that they want that job, five years from now that



1227

particular organization has figured it has got a lock on the market
and drives up its price, why wouldn't we do the whole thing all

over again?
Why would we say, well, we want five or six or 20 more people

to bid, and why—wait a minute. Let me finish my point. Why
wouldn't one of those five or six or 20 people have the same sense
of motivation that the person who took it away in the first place?

I mean that is the whole concept behind bidding things out over

a period of time.

Mr. Boyle. True. If I could make a comment there. The guy that

has it already has got a lock on it because he has already got the
equipment in and we can come in low again, and the other guys
have to staff for it and have to put in equipment.
Senator Bennett. If he comes in low again, that is what you

want.
Mr. Packard. If the Chair can reclaim the time, we would like

to complete this panel by—in another five minutes. We want the

final 45 minutes for the final panel. Are you through?
Senator Bennett. Just a quick comment. I have let contracts for

a lot of printing, not GPO printing, and I find that you run into

this argument that the guy says we are your sole source, we have
all of this expertise and so on, and by the way, we have had a price

increase and we are going to pass this on to you, and very quickly

the phenomenon that Senator Mack talks about, because we are

not talking about an energy contract where there is something so

arcane that once it is created cannot be created by anybody else

without huge expense.
You are talking about basically a commodity. And yes, there is

fancy equipment that has to be purchased. Frankly, if you do it

every five years, the equipment gets obsoleted in five years any-
way. That is the way this world is. And just based on my business
experience, I would have faith in the process that would say, you
let the first contract over a long enough period of time so the per-

son can amortize his equipment over the life of the contract, and
then you let it again and let somebody else come after you, and if

the first guy wants to say okay, I am going to print it on the old

equipment and it is fully advertised and lowball everybody, that is

what you want, because you are getting the impact of the market.
That has been my experience, those are my instincts.

Mr. Packard. Mr. Wicker, did you have some questions?
Mr. Wicker. No, sir. Thank you.
Mr. Packard. Let me just wrap this up with a couple of ques-

tions of my own, if I may then, and we will move on to the next
panel.

Number one, I do agree with Senator Bennett and that is, I think
we have to have confidence in the competitive process. It has
worked in America better than an3rwhere else in the world; I think
it works with government, I think it works in the private sector.

We must have confidence that the competitive bid process is prob-

ably the best way to get value for the work, and I think the private

sector would rise to that as they do day in and day out. We are

already doing 80 percent of it that way, and the same argument
would be—why would they put out 80 percent if in fact it would
be better not to put it out to private bid.
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I think my question of the panel would be, if we are putting out
80 percent, what is the rationale of keeping the 20 percent? Is

there a distinction in some printing versus other printing that
would make it more cost-effective to put it out to bid in the private

sector versus 20 percent that is not—is there a difference between
the 20 percent printing and the 80 percent printing that would be
used as a reason to keep 20 percent in-house?

Let's start with you.
Mr. Boyle. Yes, sir. There is a time factor. Congressional print-

ing has a very tight schedule compared to other work. Very seldom
you get an executive agency job that has brought in work at 5:00
o'clock in the afternoon and wanted it at 8:00 o'clock in the morn-
ing. That is the only, the only reason, the only reason I know of
for the existence of the GPO is to provide timely printing to the
Congress.
Mr. Sprehe. I agree with Mr. Boyle. There is timeliness, and I

also agree with Senator Bennett, that it is what the academics call

an empirical question. We can find out with facts as to whether or
not we have to pay to have this done in a government-owned plant
or whether we can get contractors to do it just as fast.

Mr. Packard. Do you have any further comment on that, Mr.
Sawyer?
Mr. Sawyer. I think there may be one other reason why the

work has been kept in-plant, and that is that until very recently,

the majority of the people on the various committees that oversaw
the operations of the Printing Office came from nearby states like

Maryland and Virginia. I see a lot of people from Mississippi and
Florida and California and States far removed from D.C. on this

subcommittee, and I think there is a basic difference there.

Mr. Packard. Thank you.
There has been a suggestion that the Depository Library Pro-

gram be merged with the National Technical Information Service
at the Commerce Department. Last year, as part of the rec-

ommendation of reinventing the government proposal, we had leg-

islation that would transfer the program to the Library of Con-
gress.

What do you think about that?
Mr. Sprehe. I like giving it to the Library of Congress. It is a

library function and I think the Library of Congress would do a
good job at it.

I think that we do have the problem of documents both electronic

and printed escaping the system and they are certainly doing it in

great numbers now, and we would have to—I think if we give to

the Library of Congress, you still have to probably pass a law say-

ing that no agency shall publish any kind of a document without
sending a copy to the depository library.

Mr. Packard. Thank you. There will be other questions that
members of the committee, both the Senate and the House may
wish to ask.

Would you be willing to respond in writing if we have other ques-
tions?

Mr. Boyle. Yes.
Mr. Sprehe. Yes.
Mr. Sawyer. Certainly.
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[Chairman Packard's questions and panelists' responses follow:]

GOVERNMENT PRINTING OFFICE

CONGRESSIONAL PRINTING AND BINDING

Question. We are rapidly going electronic in the Congress. We put much of the
input we supply GPO into our own word processors. Why can't we just transfer that

data to one of our own high volume, laser dociunent machines (saya the Docutech
machine, or similar)—^instead of sending it to GPO?

MR. SAWYER'S RESPONSE

You can.

MR. SPREHE'S RESPONSE

In principle, there is no reason why word processor data could not be transferred

to high volume, laser document machines. Management problems may arise in han-
dling the very large congressional work load.

The real issue behind this question is whether the printing systems that serve

Congress should be integrated with the office and data processing systems that also

serve Congress. The splitting off of printing as a special function in a separate agen-
cy in an historical accident Congress has visited upon itself Printing should be con-

ceived as one important component in congressional information systems and man-
aged in an integrated manner as a fiinction of congressional information technology
systems. To do otherwise is to ignore the lessons and benefits of contemporary infor-

mation technology.

MR. BOYLE'S RESPONSE

I have a particular interest in this as I was instrumental in overseeing the estab-

lishment within the GPO of the first high-speed computer typesetting organization
in the country in the late 1960's. I worked closely with the Official Reporters of De-
bates, the Official Transcribers, in both the House and the Senate, and with a num-
ber of the Committees in both Houses trying to get the data collected at the source
and input to the computer to save the cost and time of rekeying.

In the 25 years which have elapsed, there has been some progress made. The ma-
jority of the data supplied to GPO for the Congressional Record is almost like it was
50 years ago. This is not the fault of the Official Reporters. The fault lies with the
ability to correct, by hand, the day's verbatim transcript, and worse, the insertion

of all kinds of extraneous material, very little in electronic form. That which is sub-
mitted must usually be rekeyed and proofread at the GPO to put it in an acceptable
form for publication.

The data contained in the Congressional Record is assembled from multiple
sources in both Houses of Congress. How would Congress repUcate this service by
providing for direct electronic input from Member's offices to laser document ma-
chines on Capitol Hill? There is a need for an intermediary to assemble this

database.
The same is true of congressional bills, which circulate fi-om Member offices back

to the House and Senate Legal Counsel offices, oft«n with input from multiple
sources. Hearings are the product of reporters and committee staffs, who assemble
the materials into final form for dissemination, either electronically or via printing.

Committee documents, prints, and reports are prepared in similar mshion.
In all of these cases, there is a need for an intermediary who is expert in publica-

tions to create databases that will be meaningful to their users. While on-demand
printing holds great potential for a number of uses, especially for short-run docu-
ments, there is still need for publications experts to bring order out of the chaos
of the congressional information process. The alternative would be to install these
experts throughout Capitol Hill, at tremendous expense to Congress. You already
have them at GPO.
At the same time, there are great potentials for reducing Congress's information

costs through the increased use of electronics, the increasing use of direct electronic

transmission from the Hill to GPO will help reduce costs, especially if systems can
be devised to minimize the need for GPO intervention in electronic submissions
prior to printing. GPO can also expand direct electronic transmission back to Con-
gress to facilitate the expansion of on-site print-on-demand services. There are a tre-

mendous range of possibilities to be explored by both GPO and Congress for improv-
ing congressional information products and services.

Question. Clearly, the Congress has an enormous printing workload. We have
been told that a more rational program would be to have a "Congressional Printing
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Agency"—and to let the Executive Branch handle their own printing needs. What
is your opinion?

MR. sawyer's response

Downsizing GPO to a "Congressional Printing Agency", and letting the Executive

Branch handle their own printing needs, is a very logical solution to the problem.

MR. SPREHE'S RESPONSE

I strongly urge the Committee to move in the direction of letting the executive

branch handle its own printing needs. Congress has no need to manage the printing

activities of the executive branch. Many think that current arrangements under
Title 44 constitute a violation of the separation of powers doctrine inasmuch as Con-
gress asserts control over a routine executive management function of executive

agencies. Congress does not need this headache and executive agencies deserve to

handle their own printing management.
I recommend that Congress create an Office of Congressional Printing Manage-

ment that would manage congressional printing requirements and purchase printing

in the open marketplace. I see no need for Congress to own its printing manufactxir-

ing plants. However, this is a practical judgment worthy of study; are the cost and
convenience factors of owning printing manufacturing plants preferable to contract-

ing it all out? If the Congress beUeves it must have its own congressional printing

agency, a principal consideration shovild be not simply whether it is cheaper for the
congress but rather how such an arrangement affects the provision of Congressional

information to the American public.

MR. BOYLE'S RESPONSE

If a Congressional printing Agency were established to handle only congressional

printing, its equipment and staffing would not necessarily be a great deal different

from what you find in GPO today, but its costs to Congress would most likely be
substantially higher.

GPO's printing plant is equipped and staffed primarily to produce congressional

printing at peak demand levels. When congressional workload is not at that level,

additional work is brought in-house to keep the equipment operating efficiently. The
effect of producing this work on equipment that otherwise would stand idle is to re-

duce the costs that Congress would otherwise have to pay.

If the Congressional Printing Agency plant were to be scaled back significantly

to avoid idle equipment and staff costs. Congress would then risk not having the
peak production capacity available when it's needed. The result would be a degrada-
tion of service to Congress or the need to create an additional administrative level

to contract out overflow work.
The costs of printing for other Government work would be likely to increase as

well with a Congressional Printing Plant. For example, the Federal Register is

printed on the same presses as the Congressional Record. If the Register couldn't

use those presses, the Government would be compelled to invest in additional press

capacity.

Question. Title 44 requires all Federal agencies to go through GPO when they
want to contract out their printing jobs—as long as they are over $1,000. Last year,

we amended the definition of "printing" under that part of the Code to include "du-

plicating". Arguably, that encompasses high volume copying jobs—desk top publish-

ing jobs—and information processing that uses similar technology.What is your
opinion of that amendment? How wiU that affect downsizing generally in Federal
information management?

MR. SPREHE'S RESPONSE

I think the amendment is a mistake; it extends congressional micromanagement
even farther into the business of executive branch agencies. Congress should permit
agencies to handle their own copying, including desk top publishing jobs. I do not

see any necessary relation between duplicating—including desk top pubhshing—and
downsizing in federal information management.
On the other hand, I beUeve the imposition of GPO into the management of execu-

tive agencies' information dissemination programs has resulted in a net loss in effi-

ciently providing government information to the American public. This is what
should be Congress' primary concern.
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MR. BOYLE'S RESPONSE

As I understand it, the intent of that amendment was to ensure that the Govern-
ment does not make unnecessary investments in in-house duplicating technologies

when the GPO can easily provide agencies with duplicating contracts that procure
work quickly and inexpensively. The amendment also helps to ensure that publica-

tions produced by duplicating technologies are made available for the depository li-

brary program because they are brought into GPO's procurement process.

On this basis, I would argue that the amendment will help in the Government's
downsizing effort. It takes advantage of duplicating capacity that is available in the
private sector instead of requiring agencies to use public dollars to install their own
duplicating capabilities.

You may not recall that when offset duplicating was introduced many years ago,

a number of objections were raised by Federal agencies that this was not really

"printing," in the traditional sense of the word, and that on this basis they should
be permitted to invest as much as they wanted in establishing their own duplicating

capabiUties. As it ultimately worked out, of course, offset duplicating was indeed
considered as printing, and was brought under Title 44 controls to ensure economy
and cost effectiveness and provide access to publications by the depository library

program.
The point is that duplicating technologies today result in an ink-on-paper product,

which is the output of printing. To consider them different from printing simply be-

cause they utilize a different process to put the ink (or toner) on the paper is to

obscure the basic focus of Title 44: to provide a cost-effective way to meet the Gov-
ernment's printing and distribution needs.

Question. Under Title 44, GPO has a virtual monopoly on Federal printing. All

executive agencies, regardless of the technology they use, or want to use, must go
through GPO. All agencies must send all work to GPO—there are some exceptions

for national security and others where the Joint Committee on Printing has granted
waivers. That brings an economy of scale to Federal printing—but it also may fly

in the face of the strides being made in the technology. Many agencies now compose
their publications on their own PC's, and send those directly to their own laser

printers for printing multiple copies. That seems Uke a good use of the technology
and helps time management at the agencies. Many of these agencies resent the re-

quirements of Title 44 to send their "printing" work to GPO. What is the most cost

effective model for the long run in Federal printing and information technology?

MR. SAWYER'S RESPONSE

Title 44 needs to be amended to allow the Executive Branch Agencies to handle
their own informational needs, in communicating with large numbers of people, will

have a small "inplant" operation that handles their quick turn around needs, but
contract out all other work. Downsize GPO to a "Congressional Printing Agency",
and either continue to run that as part of Legislative Branch, or subcontract the
entire function to a Private Sector Contractor. Let the Executive Agencies go their

own way, but with definite guide rules in place and Congressional control through
the Appropriations process.

MR. SPREHE'S RESPONSE

I strongly believe that, for the long run, the most cost effective model is to treat

federal printing just like the manufacture or procurement of any other goods and
services the government routinely requires. That is, federal agencies should nor-

mally purchase printing in the private marketplace unless substantial justification

in terms of cost, convenience or intrinsic governmental function (e.g., relation to na-

tional security) dictates in-house production. Manufacture and procurement of print-

ing should become a routine part of federal agency management not something that

gets singled out for special treatment.
Printing is a practical art that requires substantial technical skill but, as the say-

ing goes, "it ain't rocket science." No sound reason exists for GPO's monopoly on
printing procurement. If the General Services Administration can delegate authority

for purchasing highly complex, multi-million dollar information systems to executive

branch agencies, it can delegate authority for procuring printing.

MR. BOYLE'S RESPONSE

GPO as a monopoly may exist in the law, but that's not the case in practice. As
I understand it, only about half of all Government printing goes through GPO. The
rest is probably performed in agency printing and duplicating facilities that exist
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throughout the Government. As a result, the taxpayers pay a great deal more for

Government printing than they really need to, and GPO's distribution programs

—

which were designed to provide convenient, economical public access to Government
information—in reality aren't able to fulfill that mission all the way because so

much printing bypasses GPO.
The objective of GPO, again, was to put some cost controls on Government print-

ing. Agencies have always resented GPO's role, but over the years Congress has
wisely resisted their efforts to expand their own printing empires in the interest of

preserving economy. Look at the way Congress prints its information—black ink on
newsprint or white uncoated stock, very plain, very simple, very straightforward.

Look then at the vast range of agency publications, at the multiplicity of 4-color

process work on coated stocks. Without a central authority to ensure economy, the
Government would see an explosion of this kind of work, at great expense but no
real added benefit to the taxpayers. To produce it, every agency would invest in an
enormous amount of duplicative and wastefiil technology again with no real benefit.

The most cost-effective model over the long run for Federal printing is to continue

with the model we have in GPO, but use technology to improve how that model
works. For example, there are vast potentials for increasing electronic submissions
to GPO that will ensure expanded agency control over publication preparation, but
which can also greatly reduce the cost of printing while preserving the integrity of

GPO's distribution programs. Rather than disassemble the GPO system from the

outset. Congress needs to take a close look at this system and get expert advice from
GPO and the agencies on how technology can be used to improve the system.

Depository Library Program

Question. The Depository Library Program (DLP) at GPO distributes Federal doc-

uments to the 1,400 Federal dispositories all over the country. Does this program
belong at GPO? If not, where?

MR. sawyer's response

The Depository Library Program, as administered by GPO, is strictly a distribu-

tion program. The Government Printing Office publishes nothing. It probably makes
some sense for the distribution function to be wedded to the printing operation. So,

the answer to the question really depends upon the fate of the Government Printing

Office. If that organization is drastically downsized with almost all, or all printing,

being contracted in the private sector, it really doesn't matter where the distribution

program goes. It could continue to be administered by a dramatically downsized
GPO, or it could be administered by the Library of Congress, or GSA. Finally, the
distribution function could be privatized with a long term contract being given on
a competitive bid basis.

MR. SPREHE'S RESPONSE

Historically, Congress placed the DLP at GPO because GPO was considered the

best place for capturing federal documents inasmuch as all such documents presum-
ably passed through GPO for printing. Today, when many federal documents are is-

sued not only in print but also on magnetic disk, CD-ROM (compact disk—read-only

memory), and through on-Une information services, Executive Branch agencies fre-

quently do not use GPO for manufacturing their information products. GPO no
longer functions effectively as a central capture point, particularly with respect to

the newer electronic and optical media. And with the advent of desk top publishing

technology, even many printed documents never reach GPO. It has been known for

some years that the DLP system has major "leakage" problems for the reasons given

above; a significant percentage of federal information products never reach the de-

positories.

Clearly, if the DLP is to continue—and I strongly support its continuance as a
fundamental guarantor that citizens can remain well informed concerning their gov-

ernment—something must change. In recent years the Office of Management and
Budget has buttressed Chapter 19 of Title 44 (the DLP section of the law) by requir-

ing, as part of 0MB Circular No. A- 130, Management of Federal Information Re-
sources, that executive branch agencies supply the DLP with copies of their informa-
tion products.

In my judgment, even this is not enough. The DLP requires a fundamental re-

structuring to come anywhere close to comporting with today's electronic reaUties

and to achieve adequate coverage of the vast area of federal documents now pro-

duced by federal agencies.
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I urge that the administration of the DLP be moved to the Library of Congress

(LOG) for the reason that the DLP is a hbrary function and belongs properly in a

library agency rather than a printing agency. At the same time as Congress shifts

responsibility for the DLP to LOC. I urge that the Congress enunciate a mandate
to LOG that the DLP be restructured as a national electronic network and that Con-

gress authorize and appropriate sufficient funds for LOG to accomplish this job.

Congress should also make statutory the current executive branch provisions for the

Government Information Locator Service (GILS) and make GILS into the new cap-

ture system for federal documents that belong in the depositories.

MR. BOYLE'S RESPONSE

The depository library program is a distribution program, not a library program.

It exists to distribute publications printed or procured by the Government to deposi-

tory libraries.

The program was placed in GPO to ensure economy. A very low administrative

cost is incurred by Superintendent of Documents personnel who review printing req-

uisitions for inclusion in the depository program. Publications selected for distribu-

tion to depositories are printed at the rider rate—the additional marginal cost of

printing and binding extra copies once the publishing agency has paid the costs of

prepress and makeready. The rider rate is extraordinarily inexpensive.

If the depository program were not placed in GPO, it would incur additional ad-

ministrative costs to ensure that the publications being printed in-house and under
contract by GPO and in the field by GPO and executive agencies are reviewed for

inclusion in the program. Currently, the program suffers a denigration of service

due to agencies which print publications elsewhere than GPO or in-house and then

fail to notify the depository library program, in spite of a legal requirement to do

so. These publications become "fugitive" from the program, and create gaps in the

information access made available to the public via depository libraries.

If the program is unable to make publication selections prior to printing, it will

not be able to take advantage of the rider rate, which will result in prohibitive

printing costs.

Again, the depository library program is essentially a distribution program that

benefits by its close association with the source of the publications it distributes.

The present system is efficient and I believe it provides the service required at a

cost which coiild not be duplicated within the Government or the private sector. To
place it elsewhere would be Ukely to damage the comprehensiveness of the program
and increase its costs.

Furthermore, moving the DLP anywhere would not lower the congressional appro-

priation. The cost is in the cost of the publications printed as an extra quantity at

the time of the original printing and charged for at the rider rate and it would re-

main no matter where the program was.

Question. We have heard suggestions that the DLP should be merged with the

National Technical Information Service (NTIS) at the Commerce Department. Last

year, partly as a consequence of recommendations in the Reinventing Government
proposals, we had legislation in the House (H.R. 3400) that transferred the program
to the Library of Congress. What do you think of these ideas?

MR. SAWYER'S RESPONSE

Covered by my answer to the first question on The Depository Library Program.

MR. SPREHE'S RESPONSE

I do not favor lodging DLP with NTIS. NTIS historically has not been supportive

of DLP. For, example, NTS never bothered to check to see whether federal docu-

ments sent to NTIS had also been sent to the DLP. This would have been a simple

and relatively cheap way of helping the DLP, but NTIS did not do it. Although NTIS
is now under newly dynamic leadership, the track record of NTIS in servicing the

public is not a sparkling one. Moreover, NTIS operates under a self-supporting regi-

men that causes NTIS to charge relatively high prices for federal information prod-

ucts. The DLP is not a self-supporting operation, and it is unclear how DLP could

fit into the self-supporting environment of NTIS. Finally, NTIS' charter is scientific

and technical information, not the fiill universe of federal documents, and the DLP
is much broader in scope than NTIS.

I favor lodging the DLP in the Library of Congress for the reason given in re-

sponse to Question No. 1 above.
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MR. BOYLE'S RESPONSE

It would make more sense to merge NTIS into the Superintendent of Documents
Sales Program. The mission of the depository library program is to provide public

access to Government information of all kinds. NTIS' mission is to make the prod-
ucts of Federal research available to businesses and individuals, a much more lim-

ited function that should properly fall under the general objectives of the Super-
intendent of Documents Sales Program.
NTIS has no experience in depository distribution. Agency information holdings

turned over to NTIS are frequently not placed in the depository program unless the
printing happened to go through GPO. There are vast gaps in depository collections

caused by ^e absence of NTIS documents. Placing the depository library program
in an agency with no history of cooperation experience with depository libraries

would not be a good idea.

NTIS does not rely on a network of localized information providers (such as depos-
itory hbraries) to make information available to the public, but instead serves as
a centralized resource to make limited distribution documents available to inter-

ested parties at a reasonable cost. With the current interest in devolving Govern-
ment back to a smaller, localized scale, it makes more sense to pursue the deposi-

tory library program's model of providing public access to Government information
and make NTIS self-supporting.

The mistake last year in the proposal to transfer the depository Ubrarv program
to the Library of Congress was in the failure to see the program for what it is

—

a distribution program, not a library program. The Library of Congress has little

experience with this type of operation. Also, the proposal to transfer the depository
library program to the Library of Congress would have separated the program from
its source of publications, raising the potential for increased administrative and
printing costs.

Question. Privatization of the DLP has also been mentioned. But the primary
principal underljdng DLP is that Federal documents should be distributed ' free" to

the public—through the 1,400 libraries who are designated Federal depositories. Is

there a role for privatization in this program?

MR. SAWYER'S RESPONSE

Covered by my answer to number one.

MR. SPREHE'S RESPONSE

Whoever operates the DLP could certainly contract out some of the activities such
as producing microfiche and the fulfillment activities of getting the right documents
to the right depositories. GPO does some contracting out now. However, that is not
the same as privatization. I oppose privatization of the DLP because DLP fulfills

a ftinction that is essentially governmental in nature, namely, informing the public
concerning all the activities of government. If DLP were privatized, there would be
no way of assuring that a private firm would find universal document coverage prof-

itable.

Moreover, privatization might possibly reduce the costs of the DLP program but
cost alone should not be the primary congressional concern. The overarching concern
for Congress should be to create the system that best disseminates government in-

formation to the American pubUc.

MR. BOYLE'S RESPONSE

I think most people recognize there is a cost involved in distributing publications

to depository libraries. The objective has always been to minimize that cost to the
greatest extent practicable without jeopardizing the overall intent of the program,
which is to serve as an informing function for the public through hbraries distrib-

uted nationwide. The placement of the depository Ubrary program in GPO accom-
plishes both these objectives.

It is difficult to see how "privatizing" the depository Ubrary program could accom-
plish these objectives any better, or any more inexpensively, than it currently does.

GPO reported last year, for example, that it costs an average of $1.00 to print, bind,

catalog, and distribute each publication included in the program. This low cost, of

course, is caused primarily by the volume of microfiche that flows through the pro-

gram, all of which is currently produced by private contractors. I am not sure that
another private contractor could improve much further on reducing this expensive.
The depository library program requires that the participating hbraries provide

the public with access to Government publications in their collections without
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charge. I providing this service, the libraries themselves bear a considerable cost
burden for staffing, collection maintenance, utiUties, and other institutional costs.

Thus, in this respect also the depository Ubrary program is already substantially
privatized, to the extent it is actually operated by the nongovernmental libraries.

The Government's contribution onlv goes to the cost of printing and distributing the
publications. The libraries share of the cost of the program is no doubt substantially
greater.

Finally, one needs to remember that "privatization" of the depository library pro-
gram—if it means divorcing the program from its source of publications—will in-

crease the costs of the program paid by the taxpayers.

Question. We have been thinking of conditioning the appropriations level on pro-
viding electronic documents only—or at least putting that on a definite trend line.

Do you have any suggestions on our shifting more funds into electronic documents,
and reducing funds lor paper products?

MR. SAWYER'S RESPONSE

I have no comment other than to underline the fact that there is a definite trend
nationally to the electronic storage and transmission of information, with less reh-
ance on printed products. That surely is going to be reflected in the utilization of
information on a Governmental level.

MR. SPREHE'S response

I strongly support "putting on a definite trend line" the provision of electronic doc-
uments; that is, creating a structure that gives a strong incentive for DLP to move
toward electronic document transmission. Left to itself, GPO will not move in this
direction, in my opinion, because GPO is mired in traditional print technology. In
setting up such a structure. Congress would have to ensure that documents will be
supplied to DLP in electronic form so as to avoid the cost of recapturing print into
electronic form.
Another important issue will be whether the depositories are equipped for a major

transition to electronic document transmission, storage, and display. My impression
is that depositories are not fully equipped for this. The question then becomes
whether the Congress will force depositories to rely on their own resources to be-
come so equipped or whether Congress is prepared to allocate substantial monies
for hardware and software in the 1,400 depositories. Again, the primary concern for

Congress should be a course of action that maximizes the efficient and effective dis-

semination of government information to the public.

MR. BOYLE'S RESPONSE

To the extent that electronics provide a more cost effective means for disseminat-
ing Government information, and provided the libraries can provide public acces-
sibility to electronic formats, increased funding for electronics should of course be
pursued.
However, Congress needs to remember that the depository library program is

predicated on serving local information needs. About 1,350 of the 1,400 depositories
select publications for their collections based on the information needs of their pa-
trons. It doesn't make much sense to force electronic products and services on librar-

ies that cannot use them or do not want them for their patrons. I would recommend
that Congress Listen closely to the needs and views of the Ubrary community on this

issue.

Not every Government publication can be satisfactorily or economically converted
to electronic form. The Congressional Record, Hearings, Bills, Reports, the Code of
Federal Regulations, U.S. Code, decisions of the regulatory agencies and the courts,

and many similar reference type works are ideal subjects and some have already
been converted to the screen in addition to paper. Many printed products, especially

those of high quality containing halftone illustrations and color can be converted but
at a much higher cost than paper. I firmly believe, in spite of those who have been
predicting a paperless society for 30 years, that there will always be a need for

printed copies and, ideally, both printed and electronic versions.

Mr. Packard. With that, we will excuse the panel and thank you
very, very much for being here today. It has been very interesting.

Mr. Sprehe. Thank you, Mr. Chairman.
Mr. Boyle. Thank you.
Mr. Sawyer. Thank you, Mr. Chairman and members.
[Clerk's note.—Thomas F. McCormick, 16th Public Printer, was

unable to attend the hearing. Chairman Packard asked that his

prepared statement be put in the Record. The information follows:]



1236

Statement of

Thomas F. McCormick
16tfa Public Printer of the United States

Submitted for the Joint House and Senate

Hearings on Downsizing Legislative Agencies

February 2, 1995

Mr. Oiairman, Comniittee Members : I amThomas F. McCormick, 16th Public Printer

of the United States. My tenure extended from March 1973 to November 1977. I w^as

appointed by President Nixon and served during the administrations of Presidents Ford and

Carter. I have attached a detailed resume; however, I would like to highlight some areas of

my experience in order to vaUdate my qualifications to cormnent beyond just having been

Public Printer.

I spent over three years on active duty as a regular commissioned officer in the Untied

States Navy during the Korean War. Following that, I went to work for General Electric

Company and became President and General Manager of one of its subsidiaries, a 420

employee printing firm, and later was Manager of Strategic Business Planning for G.E.'s

Power Generation Business Group which then had about $2.0 Billion in sales. The C.E.O.

of that group to whom I reported was Thomas Paine who had been head of NASAwhenwe

put the man on the moon. Then came my tour at G.P.O. Following G.P.O. I was President

and C.E.O. of a major magazine printer from December 1977 to January 1986 when I

accepted a similar position with a major educational book printer serving many of the

country's largerpublishers. Since 1991 1 haveworked primarily as amanagement consultant

specializing in Total Quality Management. In 1993 I completed a 120 classroom hour,

certification program, for selectees only, inTQM which was sponsored and funded by New

York State. Some, but not all, of my clients are or have been printing firms.

I have received niunerous Printing Industry awards and served as Director and/or

Officer in most of the major industry organizations, including the Printing Industries of

America. One honor ofwhich I am particularly proud is an Honorary Doctor ofEngineering

Degree from Lehigh University which I received in 1976.
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I was very pleased and flattered to be asked to comment on the possible downsizing

of G.P.O. I believe that the apparent present goal ofthe Congress to study all federal entities

with regard to possible elimination inwhole or in part, and to make the necessary remainder

the most efficient and effective possible is commendable and long overdue. Once that is

accomplished, there should then be major emphasis on Continuous Process Improvement

(C.P.I.) with specific progress measurements.

I am very proud ofmy service at G.P.O. and hold the agency and its employees invery

high regard. As an aside, I appointed Mr. Jack Boyle, then a career employee of G.P.O., as

Deputy Public Printer, and he became the 1 7th Public Printer following my resignation. Mr.

Mike DiMario, the present Public Printer, was hired as Labor Relations Coimsel during my

term. I personally interviewed him and endorsed his selection from a large number of very

qualified candidates. Both of them have served admirably and I am proud of their

performance and my part in providing them the opportunity to excel. I will point out that

during my tenure, the percentage of procured printing to total by G.P.O. increased from

56.5% to 63.4% and total G.P.O. employment decreased over 600, about 7%. Through Fiscal

Year 1994 the percentage ofprocured printing has increased to 74.5% and employment has

decreased by an additional 3,589 or 45%. All the indicators I have show that service levels

are as good, if not better, than before. I doubt if there is any agency performing essentially

the same function over that span of years with anything like this productivity record.

However, G.P.O. by its mainly manufacturing nature lends itself to program necessity and

cost efficiency examination.

I assure you that the opinions contained herein are mine alone. I also remind you

that I have been away from G.P.O. for over sbcteen years.

In preparing these thoughts I am reminded of the "Zero Based Budgeting" and

"Management by Objectives" concepts of the Carter years which I, as Public Printer, had

already initiated and had working internally at G.P.O. However, when we tried to get the

hard decisions about things we were doing that we knew were not necessary or could be

Page Two
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modified to greatly improve the Office's efficiency; we were constantly faced with what I

feltwas the abdicationby Congress to make those necessary decisions. Without them G.P.O's

efficiency was unpaired by forces outside the Office. I just hope current "downsizing",

"reinventing", "lean and mean" and other efforts don't go the way of President Carter's M.B.O.

and Zero Based Budgeting as also did the Grace Commission Report and mostGAO and other

good studies.

The G.P.O. was, and I assume stiU is, inefficient insome respects and is probablydoing

many things that are not necessary. I am certain that most of the inefficiencies, particularly

with respect to "inhouse" production, resultfrom requirements of its principal customer. The

Congress. Of coiu-se, there are the nimierous additional problems which result firom the

decisions or requirement to follow governmental hiring, wage setting, and other persormel

regulations.

G.P.O.'s three major functions are: printing procurement, the Superintendent of

Doounents Operation and in house production. The procurement function, which attempts

to control the purchasing of printing for the entire federal government, must be done on a

centraUzed basis. It is and always has been done very professionally and extremely well

within G.P.O. In myjudgment this system saves the taxpayer millions of dollars compared

with allowing all federal entities to purchase theirown printing. Ifthe latterwere the system,

the niunber of employees engaged in printing procurement would increase substantially.

The technical qualifications of the individuals purchasing would decline greatly. I also

beUeve the niunber of Executive Branch printing plaii^ would increase as a result, thus

driving Federal printing costs even higher. Most importantly, however, the creativity of the

nation's approximately 40,000 private printers in dealing with so many possibly naive

printing procurement officers would get the price levels up so much that it would be

embarrassing.

Nextwe have the Superintendent ofDoounents Operation, the major facets ofwhich

as I recall are the Document Library Program, the Government Bookstores, and the "mail

Page Three
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order" operation. The latter two are profit and loss operations. If they are making money

and no major book or document sellers are walling to take over and provide a share of their

profits wliich are substantially greater thanthe present return, letthem alone exceptto make

the operations most efficient, i.e. C.P.I. Ifthe bookstores and mail order operationswere not

at least breaking even, then look first to the pricing. Get the prices up immediately. If they

have not already done so, a two or more tier price system should be considered. By that, I

meanone whichrecognizes the need for the individuals to be able toobtain government data

on a subsidized or incremental cost basis but charges (major?) profitmaking entities ahigher

amoimt.

As an example of the kind of frustration the PubUc Printer faces: even though back

inthe 1 970's he by law determined the "cost" to be charged for government docvmients, Iwas

criticized on the floor of the House by the then Chairman of the Joint Committee on Printing

for considering appropriated funds as cost. Fortunately, I was able to win that one.

I am somewhat uncertain about the Dociunent Library Program. In the past I have

felt that many of the libraries so designated were looking for the prestige it brought and/or

a government handout. Many seemed unwilling to accept a share of the responsibility. lam

certain there must be current measures of the benefit of this program such as usage and the

observations of the library community. If Congress decides that the availabihty of the data

insome 1400 Ubraries is necessary, then the questionofwho andhow it should be done must

be addressed. It seems tome that acentralrepositorywithcomputer access fromthe libraries

is feasible for future data; with existing volumes subject to controlled disposition or

conversion to microfilm or central computer files. I certainly hope that G.P.O. is looking at

this now and considering the "farm-out" alternative.

With that suggestion, I would like to present McCormick's 2, 3, 1, 4 law of

computerized systems. There are a niunber of such laws; unfortunately all developed as a

result of at least one, and usually more, bad experience. Law number 2, 3, 1, 4 states that

in considering whether or not to go ahead with a computerization project proposed by the
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computer (information) system experts; do so only ifyou can live with project costs 2 times

thaii estimated; time to complete 3 times the estimate and benefits about 1/1 those the

experts promise. I have foimd that this law has saved my managerial hide animiber oftimes.

Finally, let me discuss G.P.O.'s in house printing production. I am certain that the

plant is facilitized with equipment to handle the near peaks of Congressional requirements.

I can remember the wrath of Speakers, Leaders and Chairmen when hearing reports, bills,

the Register, orjust about anything else was or could be late. Many times I was told by some

of the most powerful men in the country, or their staff members reportedly speaking for

them, "We don't care what it costs, just get it done." I suspect that hasn't changed much. I

sure hope it will.

When congressional printing is low, the IHiblic Printer must draw in work which

would otherwise be purchased to occupy the G.P.O.'s equipment and employees. This is

prudent imder the drciunstances since otherwise the taxpayer pays for idle time as well as

the outside cost of printing. It frequently costs more for the valley-fillerwork than if it were

done outside. Under these drecumstances, as Congress hopefully lessens its demands on

G.P.O. there will be more valleys and a spiral could result.

Inmyjudgment, the Congress must adopt aplanwhich defineswhat it needs interms

of the printed word, what it can do with computer technology and the computer's printing

capability. It is almost imreasonable to demand about 17,000 copies of a Congressional

Record of 360 pages one day and 64 the next and no copies during recess. The Federal

Register was more stable as I recall. Nevertheless, I always considered the overnight

production of these two pubs nearly miractilous. Not imtil congressional requirements can

be more realistically specified and these specifications adhered to, is it time to focus on

G.P.O. Additionally, the specifications of the quantity, format and delivery time for bills,

hearings and all other material must be agreed upon by the House and Senate and the

members must have the prudence and discipline to live within these parameters. Such a

definition of requirements could be the result of a modest, competitively bid study to be
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overseen by Congress and performed by an independent, objective firm such as one of the

major public accounting firms with strong consulting and computer systems capability. Once

Congress has established what its needs are now and for the foreseeable future, then the

G.P.O. capabihty should be studied to determine if the printing could be purchased at all or,

because of special needs, must be printed in house.

Again in the evaluation of this study, I suggest that McCormick's 2, 3, 1, 4 law be

considered.

I strongly feel that to decide arbitrarily to privatize G.P.O.'s in house production

without a cautious study will result in making a few larger printers or consortiums either

bankrupt or extremely prosperous, both to the detriment of the taxpayer.

I further feel that any request for proposal for the outside production of congressional

printing should consider G.P.O.'s equipment and employees. It should also limit annual cost

increases by providers to the out-of-pocket cost of documentable specification changes and

the lesser of 1/2 to 3/4 of the increase in the CPI or the same fraction ofthe supplier's factory

wage increase plus an agreed upon profit factor.

I commend you for taking a good look at all of these costs. I know there are savings

possible. I also know there are many extremely talented employees at the G.P.O. who will

carry out with great efficiency any proposal which you put forth that demonstrably saves

taxpayer dollars.

Thank you for asking for my opinions and thank you for considering them.

J/^ ^
""^^^
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Thursday, February 2, 1995.

witnesses

RICHARD HAASE, FORMER FEDERAL BUILDING COMMISSIONER
L.W. FREEMAN, DIRECTOR OF REAL ESTATE AND FACILITIES, DE-
PARTMENT OF DEFENSE, NATIONAL CAPITAL REGION

Mr. Packard. Ladies and gentlemen, we have lucked out on
votes so far. Let's move to the next and final panel. We have Rich-

ard Haase, who is a former Federal Building Commissioner, please

take the witness stand; and also, Mr. Freeman, Director of Real Es-
tate and Facilities, Department of Defense, National Capital Re-
gion.

Ladies and gentlemen, if we could please have order again. We
are very pleased to welcome to the committee Mr. Haase and Mr.
Freeman as our final witnesses. There are other items that we will

probably be discussing with this panel; the Architect of the Capitol

will certainly be an item, the whole buildings area where we have
experience with these witnesses, and then perhaps Botanical Gar-
dens and some other areas that we have not discussed with pre-

vious panels. So we are looking forward to the testimony.
You perhaps heard my comments to the other witnesses earlier

and that is that we would like you to not read your testimony. We
will read that or have read it, and so we would like you to summa-
rize or add to it, and we would like you to hold it to five minutes
or so. And then we will open up the questions. We will hear from
each of you together and then we will have the questions. So let's

hear from Mr. Haase, please.

Mr. Haase. Thank you, Mr. Chairman, members of the commit-
tee. It is my understanding that the function of this particular

—

or the theme of this particular meeting is to examine the functions
now being performed by the Architect of the Capitol and examine
ways that they may be effectively privatized in a more efficient

manner, creating some economies and operational control.

Having said that, I have spent 30 years in all phases of the real

estate business in my career, and two of those, 1982 and 1983, I

spent as Commissioner of the Public Building Service for GSA and
came away with a sound understanding that you don't do things
in the private sector the way you do things in government. There
are other conditions that you have to recognize in government, the
Architect of the Capitol's function, for instance, that are entwined
with public policy regulations that the private sector does not have
to deal with.

But having examined the categories that are now being per-

formed by the Architect of the Capitol, which are essentially an
asset management company, it is of no question in my mind that
serious economies can be achieved by—through privatization.

These economies will not be achieved overnight. It is a long proc-

ess. And I encourage the committee to really step outside of the cir-

cle of the Architect of the Capitol to examine each and every one
of these particular categories.

[The information follows:]
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MAIDEN, HAASE& SMITH, LTD.

Stuart I. Smith, MAI Washington Harbour

Richard O. Haase, MAI 3050 K Street, Suite 1 70

Kenneth A. Maiden, MAI Washington, D.C. 20007

STATEMENT OF RICHARD O. HAASE, CRE, MAI

Mr. Chairman and Members of the House Appropriations Committee:

It is an honor and privilege to speak to you today regarding efforts to improve the efficiency

of the Architect of the Capitols property management's efforts. My 25 tears of experience

in all facets of the real estate market along with a two years as Commissioner of the Public

Buildings Service for the General Service Administration has afforded me the unique posture

of seeing how property management is handled both in the private sector and the

Government and make obvious comparisons as to the efficiency of each. This appearance

today is not to criticize the efforts of the Architects office in the area of property

management, but to offer constructive suggestions as to how certain jobs may be more
efficiently handled. With this as the center piece, allow me to make suggestions how
property management efforts could be maximized

1. Evaluate all services now being offered by in-house staff for transformation to

privatization. (Services such as painting, carpentry, plumbing and cleaning.)

2. Consider the use of term contracts for all of the above.

3. Reorganize existing personnel to act as quality control and contracting staff.

4. Draw up policy to implement the above.

The major critique I have of Government run organizations, and I include GSA In this, is

that they tend to operate with what is available and refuse to step out of the envelope to see

if projects could be run more efficiently by downsizing and privatizing. Privatizing does not

necessarily mean mass layoffs but systematic reduaion through attrition. Technology over

the past ten years has allowed us to create incredible efficiencies in the areas of property

management; unfortunately, the Government has been dreadfully slow to accept the fact that

certain jobs can be handled more efficiently from the outside.

Heal Estate Apprakak, ConsuHing, Econamks

Phone 202.342.3560 • Facsimile 202.342.3565
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Mr. Packard. Thank you very much, Mr. Haase. We will get

more into that in the question and answers. We will proceed now
with Mr. Freeman.
Mr. Freeman. I thought I might just kind of give you a little out-

line here about what we do with in-house personnel and how we
contract out at the Pentagon reservation. It seems to be working
very well.

Just as an overview, you know, we provide the office space and
full range of building services for all DOD components and military

departments and the 140 government-owned buildings and lease

facilities, occupying about 14 million square feet of space through-
out the National Capital Region.
We provide the property operations, which includes cleaning, pre-

ventive maintenance, alterations, operation and repair of building
mechanical and electrical systems, administrative support, perim-
eter protection and law enforcement services within the reserva-

tion. This activity includes operating expenses for purchased utili-

ties, operation of Pentagon heating and refrigeration in a classified

center, in which we also bum the classified matter from the Senate
and the House and the White House and other military depart-

ments in the capital region.

Folks, my comments primarily on the real property management
program within the Pentagon reservation, the reservation encom-
passes about 280 acres. That is about the size I think of the Capitol

and the grounds that you have at the Capitol here. With three
major facilities, the Pentagon building, the Navy annex and the
Pentagon heating and refrigeration plant, this comprises about 5
million square feet of occupiable space housing over 30 thousand
personnel.

It is a Pentagon operating 24-hours-a-day, seven-days-a-week;
over 41 percent of programmed fiscal year 1995 expenditures for

custodial, mechanical maintenance repair and security services at

the Pentagon reservation will be provided directly by private con-

tractors. The percentage of contracting out services will in all likeli-

hood increase over the next several years as we proceed with an
intensive, comparative review of the cost and benefits of contract-

ing large segments of our real property management workload. A
wide range of property management services at the Pentagon res-

ervation are contracted out, including landscaping and moving
equipment, industrial hygiene, elevators, snow removal, pest con-

trol, custodial services, architectural services, asbestos and lead

abatement monitoring, graphic services, boiler and chiller rentals,

snow removals and so on.

We think contracting out for us is working very, very well. The
main thing you have to have is a good contracting officer, a con-

tracting officer representative, and a good core of technical person-
nel, planners, estimators, inspectors, and supervisors. You know, as
an example, now in the Pentagon reservation we have the contract

with the National Industry for Severely Handicapped, and they are
cleaning about 20 percent of the reservation, and they are doing
such an outstanding job that over the next year we plan on expand-
ing that contract with them.

I am ready to answer any questions.

[The information follows:]
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MR. CHAIRMAN, MEMBERS OF THE SUBCOMMITTEE, I AM PLEASED TO APPEAR

BEFORE YOU TODAY TO DISCUSS HOWWE OPERATE AND MAINTAIN OUR

PROPERTY IN THE NATIONAL CAPITAL REGION BY THE USE OF GOVERNMENT

EMPLOYEES AND CONTRACT SERVICES.

OVERVIEW

WE PROVIDE OFHCE SPACE AND A FULL RANGE OF BUILDING SERVICES FOR

DoD COMPONENTS, INCLUDING THE MILITARY DEPARTMENTS AND OTHER

ACnvmES HOUSED WmHN the pentagon reservation AND AT 140

GOVERNMENT OWNED AND LEASED FACILmES OCCUPYING ABOUT FOURTEEN

MILLION SQUARE FEET OF SPACE (EXCLUDING MILITARY BASES), THROUGHOUT

THE NATIONAL CAPITAL REGION (NCR). WE FUND OUR REAL PROPERTY

MANAGEMENT PROGRAM THROUGH TWO REVOLVING FUNDS - THE PENTAGON

RESERVATION MAINTENANCE REVOLVING FUND (PRMRF) AND OUR BUILDINGS

MAINTENANCE FUND (BMF). OUR REAL PROPERTY MANAGEMENT PROGRAM

INCLUDES TWO BROAD SERVICE CATEGORIES:

-REAL PROPERTY OPERATIONS. INCLUDES CLEANING,

PREVENTIVE MAINTENANCE, ALTERATIONS, OPERATION AND

REPAIR OF BUILDING MECHANICAL AND ELECTRICAL SYSTEMS,

ADMINISTRATIVE SUPPORT, PERIMETER PROTECTION AND LAW
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ENFORCEMENT SERVICES WITHIN THE RESERVATION. THIS

ACTIVITY ALSO INCLUDES OPERATING EXPENSES FOR PURCHASED

UTILITIES AS WELL AS THE OPERATION OF THE PENTAGON'S

HEATING AND REFRIGERATION PLANT AND CLASSIFIED WASTE

INCINERATOR.

-REPAIR. INCLUDES REPAIR PROJECTS OVER $10,000 AND CYCLIC

PAINTING. THESE PROJECTS MAINTAIN THE FAdLITIES WITHIN THE

RESERVATION AT LEVELS ADEQUATE TO SUPPORT THE ASSIGNED

MISSIONS AND TO PREVENT DETERIORATION AND DAMAGE TO

RESERVATION BUILDINGS, THEIR SUPPORT SYSTEMS AND

OPERATING EQUIPMENT. REPAIR PROJECTS ARE PRIORITIZED AND

ACCOMPLISHED WITHIN AVAILABLE REVENUES. PROTECTION OF

THE GOVERNMENT'S INVESTMENT, COST EFFECTIVENESS, HEALTH

AND SAFETY OF WORKERS ARE AMONG THE MOST IMPORTANT

CRITERIA FOR DETERMINING PROJECT PRIORITIES.

THE FOLLOWING FOCUSES EXCLUSIVELY ON OUR REAL PROPERTY

MANAGEMENT PROGRAM WITHIN THE PENTAGON RESERVATION. THE

RESERVATION ENCOMPASSES ABOUT 280 ACRES, WITH THREE MAJOR

FACIUTIES - THE PENTAGON BUILDING. THE NAVY ANNEX (FB#2) AND THE

PENTAGON HEATING AND REFRIGERATION PLANT - COMPRISING OVER FIVE
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MILLION SQUARE FEET OF OCCUPIABLE SPACE AND HOUSING OVER 30,000

PERSONNEL.

FIINniNfi

RESPONSIBILITY FOR MAINTENANCE, PROTECTION, REPAIR AND RENOVATION

OF THE PENTAGON RESERVATIONWAS TRANSFERRED TO THE SECRETARY OF

DEFENSE UNDER THE PROVISIONS OF THE FY 1991 DEFENSE AUTHORIZATION

ACT (10 U S C 2674). THIS ACT ALSO ESTABLISHED THE PENTAGON

RESERVATION MAINTENANCE REVOLVING FUND (PRMRF) AS THE FINANCING

MECHANISM FOR THE RESERVATION. THE FUND IS DESIGNED TO OPERATE ON A

BREAK-EVEN BASIS OVER THE LONG TERM. WE COLLECT RENT FROM DoD

COMPONENTS HOUSED ON THE RESERVATION TO PAY FOR STANDARD LEVEL

BUILDING SERVICES TO INCLUDE COSTS FOR ALTERATIONS, SECURITY,

HEATING, MAINTENANCE AND AIRCONDITIONING. BUILDING SERVICES THAT

EXCEED LEVELS COMMONLY OFFERED BY LESSORS IN THE COMMERCIAL

SECTOR, ARE RECOVERED ON A REIMBURSABLE JOB-ORDER BASIS FROM THE

TENANTS RECEIVING THE PREMIUM SERVICES.

PROGRAM EXPENPmJRES AND STAFFING

OVER 41 PERCENT OF PROGRAMMED FY 1995 EXPENDITURES FOR CUSTODL\L,

MECHANICAL MAINTENANCE, REPAIR, SPACE ALTERATIONS AND SECURITY
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SERVICES AT THE PENTAGON RESERVATION WILL BE FOR SERVICES PROVIDED

DIRECTLY BY PRIVATE CONTRACTORS. EXHIBITS 1 THROUGH 5, PROFILE

STAFFING ALLOCATIONS AND COSTS BY MAJOR REAL PROPERTY OPERATIONS

PROGRAM CATEGORY FOR THE PENTAGON RESERVATION. EXHIBITS 6

THROUGH 8, SHOW ESTIMATED CONTRACT EXPENDITURES FOR EACH OF THE

MAJOR FACILrnES ON THE RESERVATION. THE PERCENTAGE OF

CONTRACTTNG-OUT SERVICES WILL, IN ALL LIKELIHOOD, INCREASE OVER THE

NEXT SEVERAL YEARS AS WE PROCEED WITH AN INTENSIVE COMPARATIVE

REVIEW OF THE COSTS AND BENEFITS OF CONTRACTING LARGER SEGMENTS OF

OUR REAL PROPERTY MANAGEMENT WORKLOAD.

CONTRACnNCw FOR BIJILDTNG SERVTCES AT THE PENTAGON RFSERVATION

AS ILLUSTRATED ABOVE. A SIGNfflCANT PORTION OF THE OPERATION AND

MAINTENANCE OF THE RESERVATION IS PERFORMED BY CONTRACTORS.

CONTRACTS ARE GENERALLY AWARDED FOR A ONE-YEAR PERIOD WITH THE

GOVERNMENT HAVING THE OPTION TO EXTEND THE CONTRACT ONE YEAR AT A

TIME FOR A TOTAL OF UP TO FIVE YEARS. IF OUR REQUIREMENTS CHANGE, WE

MAY ELECT NOT TO EXERCISE THE OPTIONS, BUT INSTEAD TO RECOMPETE THE -

CONTRACT USING A NEW STATEMENT OF WORK.

A WIDE RANGE OF REAL PROPERTY MANAGEMENT SERVICES AT THE PENTAGON

RESERVATION ARE CONTRACTED INCLUDING:
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-LANDSCAPE MAINTENANCE

-MOVING OF EQUIPMENT, FURNITURE, ETC.

-DTOUSTRIAL HYGIENE

-ELEVATOR MAINTENANCE

-SNOW REMOVAL

-PEST CONTROL

-CUSTODLVL SERVICES

-PREVENTIVE MAINTENANCE FOR MECHANICAL AND
ELECTRICAL SYSTEMS

-ARCHTEECTURAL SERVICES

-ASBESTOS AND LEAD ABATEMENT MONITORING

-GRAPHIC SERVICES

-BOILER AND CHILLER RENTALS

THE TYPE OF CONTRACTWE USE IS SITUATIONAL:

-DEFINITE QUANTITY fPQV WHEN WE KNOW: WHATWE WANT;

WHENWEWANTIT AND HOW MUCH WE WANT - FOR EXAMPLE

CONTRACTS FOR CLEANING SERVICES. WE PAY A FIXED PRICE

WITH PAYMENTS MADE MONTHLY.

- INDEFTNTTR QUANTITY QQV WHENWE KNOW WHATWE WANT,

BUTWE DO NOT KNOW HOW MUCH OR WHEN WE WEJL NEED IT. FOR
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EXAMPLE, CONTRACTS FOR SMALL CONSTRUCTION PROJECTS.

ANOTHER EXAMPLE IS A MECHANICAL MAINTENANCE CONTRACT

THAT IS USED TO SUPPLEMENT IN-HOUSE WORK FORCE ONLY WHEN

NEEDED. USUALLY THESE CONTRACTS INCLUDE SEVERAL LINE

ITEMS THAT ARE PRICED SEPARATELY. WE ORDER WHAT WE NEED,

AS WE NEED IT. A FEW INCLUDE AN HOURLY RATE TO PERFORM A

SERVICE AND WE NEGOTIATE TKE NUMBER OF HOURS REQUIRED

TO PERFORM A SERVICE. A MINIMUM AND MAXIMUM AMOUNT IS

SOMETIMES IDENTIFIED FOR INDIVIDUAL ORDERS AND FOR THE

ANNUAL CONTRACT AMOUNT IN TOTAL.

- CQMBTNAinON DFFINTTE QUANTTTY AND INDEFINITE QUANTITY

fPQ/IQV THE DEFINITE QUANTITY PORTION OF THE REQUIREMENT

IS THAT PORTION THAT MEETS THE CRITERIA: WE KNOW WHAT WE

WANT, WHEN WE WANT rr, AND HOW MUCH WE WANT. THE

INDEFINITE QUANTITY PORTION OF THE REQUIREMENT IS THAT

PORTION THAT MEETS THE CRITERIA: WHENWE KNOW WHAT WE

WANT, BUTWE DO NOT KNOWHOW MUCH OR WHEN WE WILL NEED

rr. AN EXAMPLE IS OUR ELEVATOR AND ESCALATOR CONTRACT

UNDER WHICH WE PAY A MONTHLY RATE FOR SERVICE CALLS,

OPERATION, PREVENTIVE MAINTENANCE AND REPAIRS UNDER

$1000 (OUR DEFINITE QUANTITY PORTION OF THE REQUIREMENT).
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UNDER THE INDEFINITE QUANTITY PORTIONWE PLACE ORDERS

AGAINST TEIE CONTRACT FOR PERFORMANCE OF REPAIRS GREATER

THAN $1000. THE CONTRACT INCLUDES AN HOURLY RATE FOR

SUCH REPAIRS AND WE NEGOTIATE THE NUMBER OF HOURS

REQUIRED TO PERFORM THE REPAIRS.

WE CONTRACT FOR OPERATION. MAINTENANCE AND REPAIR OF THE

ELEVATORS AND ESCALATORS AT THE PENTAGON AND FEDERAL BUILDING #2.

WE PAY A FIXED MONTHLY RATE FOR SERVICE CALLS, PREVENTIVE

MAINTENANCE AND REPAIRS COSTING LESS THAN $1,000 EACH. WE CAN

NEGOTL\TE WITH THE CONTRACTOR TO ACCOMPLISH LARGER REPAIRS IFWE

CHOOSE. PRICE IS BASED ON THE HOURLY RATE INCLUDED IN THE CONTRACT.

WE HAVE AN INDEFINITE QUANTITY CONTRACT FOR CONSTRUCTION PROJECTS

RANGING FROM $500 TO $50,000, WHICH DO NOT REQUIRE A FORMAL

ARCHITECTURAL or ENGINEERING DESIGN. IT INCLUDES SEVERAL PRE-PRICED

LINE ITEMS THAT CAN BE IDENTIFIED FOR PERFORMANCE BY THE

CONTRACTOR. ELIMINATING THE NEED FOR DETAILED SPECmCATIONS FOR

EACH PROJECT. THIS CONTRACT IS USED TO SUPPLEMENT OUR IN-HOUSE WORK

FORCE. THE MAXIMUM DOLLAR AMOUNT IS $6 MILLION A YEAR. ON AVERAGE,

WE ISSUE 250 ORDERS A YEAR COSTING $4 MILLION. THE AVERAGE ORDER IS

$16,000.
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IN FEDERAL BUILDING N02. WE CONTRACTFOR ALL GUARD SERVICES. GUARD

SERVICE CONTRACTS ARE A COMBINATION OF DEFINITE QUANTITY AND

INDEFINITE QUANTITY. WE PAY A FIXED MONTHLY RATE. THE CONTRACT

TERMS ALLOW US TO ORDER ADDITIONAL GUARD SERVICES AT A PRE-AGREED

RATE IF A NEED ARISES. THE CONTRACTS DEFINE THE NUMBER OF SECURITY

GUARDS NEEDED ATEACH LOCATION, THE HOURS REQUIRED. THE TYPE OF

SECURITY CLEARANCE AND WHETHER THE GUARDS ARE TO BE ARMED OR

UNARMED. SOME CONTRACTS REQUIRE AROUND THE CLOCK SERVICE, OTHERS

REQUIRE SERVICE ONLY DURING STANDARD WORK HOURS, WHILE OTHERS

MAY REQUIRE A COMBINATION.

SKRVirKS BKST PERFORMED BY CONTRACTORS

NEXT I WILL DESCRIBE EXAMPLES OF SERVICES WE FIND ARE BEST PERFORMED

BY CONTRACTORS. I WOULD LIKE TO EMPHASIZE THAT THE DETERMINATION

TO ACCOMPLISH BUILDING SERVICES BY CONTRACT OR IN-HOUSE PERSONNEL

IS SITUATIONAL - COMPARATEVE COST SHOULD NOT BE THE SOLE

DETERMINING FACTOR. HOWEVER, OUR EXPERIENCE HAS BEEN THAT USE OF

THE CONTRACT ALTERNATIVE IS INDICATED WHEN (A) A NEED EXISTS FOR

SPECIALIZED EXPERTISE THAT IS NOT READILY AVAILABLE THROUGH IN-HOUSE

STAFF AND/OR (B) THE NEEDED SERVICES ARE INTERMTITENT. FOR INSTANCE:
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LANDSCAPE MAINTENANCE

fflSTORICALLY, THE LANDSCAPE MAINTENANCE EFFORT PROVIDED

BY THE GOVERNMENT AT THE PENTAGONWAS INADEQUATE. THE

APPEARANCE OF THE GROUNDS SUFFERED BECAUSE GOVERNMENT

PERSONNEL LACKED IN BOTH PROFESSIONAUSM AND EXPERTISE.

IN ADDITION, THE NEED FOR PERFORMING ROUTINE LANDSCAPE

MAINTENANCE ACnVITIES ARE WEATHER RELATED. OUR

CONTRACT IS INDEFINITE QUANTITY WITH PREPRICED LINE ITEMS.

WE PAY THE CONTRACTOR ONLY FOR SERVICES IDENTIFIED BY

DOD'S HORTICULTURIST. THUS, THE GOVERNMENT IS NOT

INCURRING THE COST OF IDLE LABOR AND EQUIPMENT DUE TO

SEASONAL SLOWDOWNS OR INCLEMENT WEATHER. CONTRACTORS

HAVE PROVEN TO BE MORE VERSATILE IN ADDRESSING SPECIAL

REQUESTS AND EMERGENCY SITUATIONS. THE AVERAGE ANNUAL

COST OF $550,000 FOR CONTRACTING FOR THESE SERVICES HAS

PROVEN TO BE MORE COST EFFECTIVE THAN USING GOVERNMENT

EMPLOYEES. THIS WAS CONFIRMED BY AN A-76 REVIEW

PERFORMED SEVERAL YEARS AGO. VITAL TO THE SUCCESS OF THE

LANDSCAPE MAINTENANCE CONTRACT AT THE PENTAGON IS AN

EXCEPnONALLY COMPETENT HORTICULTURIST, A DOD EMPLOYEE

WHO WORKS CLOSELY WITH THE CONTRACTOR.
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ENVIRONMENTAL SERVICES

ASBESTOS ABATEMENT MONITORING; ENVIRONMENTAL SITE

TESTING; RADON, LEAD, BACTERIA, MOLD AND PCB TESTING, AND

OTHER HEALTH AND SAFETY RELATED TESTING AND SURVEYS

REQUIRE THE SERVICES OF SPECIALIZED EMPLOYEES SUCH AS

CERTIFIED DJDUSTRIAL HYGIENISTS AND INDUSTRL\L HYGIENIST

TECHNICIANS. HOWEVER, THE NEED FOR THESE SPECIAUSTS IS

NOT CONSTANTENOUGH TO WARRANT STAFFING THE POSITIONS

FULL TIME. ADDITIONALLY, MONITORING AND TESTING OF THIS

TYPE REQUIRE THE USE OF A LABORATORY FOR ANALYSIS.

CONTRACTING FOR THESE SERVICES IS THE ONLY VL\BLE

SOLUTION TO ENABLE US TO ORDER WHATWE NEED WHEN WE

NEED IT, USING AN INDEFINrrE QUANTITY CONTRACT. OUR

CONTRACT ALLOWS FOR AWARD OF ORDERS NOTEXCEEDING A

MAXIMUM OF $1 MILLION. IT CONTAINS A REQUIREMENT THAT WE

PLACE A MINIMUM OF $100,000 WORTH OF ORDERS. WE SPEND

CLOSE TO THE $1 MILUON MAXIMUM ANNUALLY.

MOVING SERVICES

LABOR SERVICES FOR MOVES THROUGHOUT THE PENTAGON AND

OTHER BUILDINGS HOUSING OSD EMPLOYEES ARE BEST PROVIDED

BY CONTRACT BECAUSE THE NUMBER OF MOVERS NEEDED VARIES
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FROM DAY TO DAY. THERE ARE DAYS WHEN WE NEED ONLY TWO

(2) OR THREE (3) LABORERS; OTHERS WHENWE NEED 30. THE

FLEXIBILITY OF CONTRACTING INSURES THAT ONLY THE NUMBER

OF EMPLOYEES NEEDED TO COMPLETE THE TASK ARE EMPLOYED

EACH DAY. WE SPEND AN AVERAGE OF $300,000 A YEAR FOR OSD

MOVES. THE NAVY AND ARMY PIGGY-BACK OFF THIS CONTRACT

FOR USE DURING THEIR MOVES.

DESIGN AND CONSTRUCTION SERVICES

DESIGN SERVICES FOR PROJECTS, OTHER THAN THOSE FOR MAJOR

CONSTRUCTION, ARE BEST PERFORMED BY INDEFINITE QUANTITY

CONTRACTS RATHER THAN BY GOVERNMENT EMPLOYEES OR BY

INDIVIDUAL DEFINITE QUANTITY CONTRACTS. WE CURRENTLY

HAVE FOUR SUCH CONTRACTS, THAT WE USE BASED ON THE MAJOR

DISCIPLINE REQUIRED.

- ARCHTTECTURAL, SPACE PLANNING, INTERIOR
DESIGN

- OVIL AND STRUCTURAL

- MECHANICAL AND ELECTRICAL

- RELOCATION SERVICES INCLUDING MASTER
MANAGEMENT PLANNING

THESE CONTRACTS HAVE A MAXIMUM ORDER LIMTTATION

RANGING FROM $500,000 TO $2 MILLION A YEAR AND A MINIMUM
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GUARANTEE OF FIVE PERCENT OF THE MAXIMUM ORDER

LIMITATION. HOURLY RATES ARE ESTABLISHED FOR THE

DIFFERENT DISCIPLINES. FOR EACH PROJECT WE NEGOTL\TE THE

TYPE OF DISCIPLINE REQUIRED AND THE NUMBER OF HOURS. WE

HAVE THE CAPABILITY OF AWARDING A DELIVERY ORDER IN 3

WEEKS OR, WHEN AN EMERGENCY OCCURS, WITHIN HOURS,

WHEREAS INDIVIDUAL CONTRACTS REQUIRE 6 MONTHS. A MAJOR

BENEFIT OF CONTRACTING FOR ARCHITECT AND ENGINEER

SERVICES USING AN INDEFINITE QUANTITY CONTRACT RATHER

THAN STAFFING FOR THE SERVICES IN HOUSE IS THATWE HAVE

IMMEDIATE ACCESS TO THE MANY DISCIPLINES THAT ARE NEEDED

FOR EACH PROJECT. WE MAY NEED ANY COMBINATION OF

ARCHITECTS; ELECTRICAL, MECHANICAL, CIVIL AND STRUCTURAL

ENGINEERS; INSPECTORS; ESTIMATORS; INTERIOR DESIGNERS; AND

OTHERS. WE FUNCTION WITH A SMALLER STAFF AND YET HAVE

ACCESS TO ALL OF THESE SERVICES WITHOUT A 6-MONTH DELAY. .

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, AT THIS TIME I WOULD BE

PLEASED TO ANSWER ANY QUESTIONS YOU MAY HAVE. THANK YOU.
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Mr. Packard. Well, thank you both for your succinct and very
helpful testimony. We will spend the balance of our time with ques-
tions and answers.

Senator, let's go ahead again with you first.

Senator Mack. Thank you, Mr. Chairman.
Mr. Haase, if I could, why don't you tell me where you think we

ought to focus? I mean this building is kind of overwhelming. I

mean it is almost a monument.
I mean this is a building in the sense that people can look at it

as being a museum, but at the same time it is a working function

—

let's see if I can start that over again. I mean this is kind of a

—

this is a very unique place. As I begin to take a look at the Archi-
tect of the Capitol, and there is a tremendous amount of things
that are covered under the Architect of the Capitol which nobody
would ever would think of from an architectural perspective. So on
the one hand, there is kind of this very special place in the hearts
of many people when you are thinking about the Architect of the
Capitol, the responsibility of maintaining this building. Where
would you suggest that we focus?

I mean I know in your comments and in your statement here you
say evaluate all services now being offered by in-house staff. I

mean what are the main areas we need to be looking at?

Mr. PLaase. Well, the main categories that I just ticked off, and
there were five of them, start with the number one, just to get into

this, under property management, it identifies custodial work, and
it identifies custodial work as I think the FTE, if I am not mis-
taken, is about 875 and the budget is $35 million-plus.

Now, $35 million-plus, and this is only identified as custodial
work, custodial work in the private sector costs between 90 cents
and a dollar per square foot. I don't think you have 35 million

square feet up here, I think you have 15 million, from the informa-
tion that I have gotten. So right there, right there, you are looking
at between 90 cents and a dollar per square foot for cleaning, for

custodial, which you are now paying $35 million.

Senator Mack. Let me get this—tell me those figures again.

Mr. Haase. To clean, in the private sector, Charles E. Smith, Oli-

ver Carr, contracts out to private janitorial services to clean their

buildings. The cleaners come in at night. I think Walt here has
cleaners over at the Defense Department or at different agencies,

and he probably pays between 90 cents and $1 per square foot to

do the janitorial work, the cleaning work. In your budget that was
submitted to me here, it identified $35 million for that particular
category, which is about $2.35.

Now, granted that in your statement, and you are absolutely cor-

rect, this is a bit above a building in Washington to be £in office

building. You have some monumental areas here, but that is one
area that I would definitely get into, because maybe 80 percent of

this custodial work could be done by the private contractors. You
are carrying 876 full-time employees to do this janitorial work.
That is one area.

Construction is another area. Construction is defined by the Ar-
chitect as designing and management of projects, and I don't know
what you construct in that. But having run the Public Buildings
Service where we did construction and we did construction all over
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the country, I can tell you the government should not be in the
business of design and construction. It is much more efficiently and
economically handled by construction managers, by the outside ar-

chitects.

What happens is I think, that you really get down to a sophisti-

cated asset management company that has on its staff in its ad-
ministrative staff very sophisticated, quality control and contrac-

tors. And that is what Mr. Freeman has over at the Defense De-
partment now, and most agencies have. In 1982 and 1983 we con-

tracted out almost all of our janitorial work at GSA for the dif-

ferent agency buildings. There is no reason that you can't look at

that aspect.

Now, this rush to privatization I am not endorsing. I am saying
that you have to look at it because again, getting back, you have
this museum-quality atmosphere. But there is certainly a high per-

centage that can be like this, and that is why you have to get down
and look at each particular category.

Transportation is another one: 106 full-time employees, $16 mil-

lion, resources allocated to escalators, elevators. Senate subway,
House and Senate subway and shuttle service. I mean I would cer-

tainly look at that. I assume a lot of this money is because you are
operating on a 24-hour basis. I am sure you have elevator operators
here around the clock, or you don't have them around the clock?

Senator Mack. No.
Mr. Haase. Well, $16 million and 106 full-time employees is a

number that I would certainly look at.

Property management, another category outside of the custodial,

or outside of the custodial which concerns maintenance and oper-

ations, has about $47 million and has 756 full-time employees. The
Architect of the Capitol is carrying approximately 2400 to 2600
full-time employees, 109 of those are in a central administrative
staff. You are carrying a budget of $175 million in which two cat-

egories represent over half of that. I would look into those two cat-

egories before I did anything to see where the savings could be.

Now, some of them are—some of the categories I am not experi-

enced enough to deal with; Botanical Gardens and things like land-

scaping. Certainly you can privatize those things, but there are cer-

tain things you don't want to privatize here. You have a very—^you

have museum-quality-type office buildings or assets in this asset
management business.

But I think that you can still maintain the integrity, the effi-

ciency and the economies of all of this with a percentage that looks

after that museum-quality type and takes maybe the other 80 or

90 percent and drives the efficiencies and the economies that the
private sector does. That is what I was getting at as far as cat-

egories, looking at these particular categories.

Senator Mack. I was just given some information that appar-
ently the Architect of the Capitol has 404 custodial workers, not
800.
Mr. Haase. Yes, I saw that. But there are two—I tried to cross-

walk two particular situations here, and the first one I have shows
876 and then I see it does come down to 404, but I think what has
happened is that 404 is intermingled with some other ones, be-
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cause I don't know why you would show 876 on one, which is a
1994 budget and 404 on another one.

Senator Mack. Well, we will have to look into that then, as well.

Mr. Haase. Because the FTE comes out the same and the budget
numbers come out the same.
Senator Mack. I think one of the things that we are dealing with

around here is that we have—^the Senate has its folks to clean a
certain portion of the Capitol; the House has its folks to clean a
certain portion of the Capitol, and I guess the Architect has—

I

mean there is apparently a line drawn around here somewhere
where the custodial folks kind of come up to that line and they cer-

tainly don't cross it.

And I think it is that kind of thing we have to start breaking
down and asking questions about why we are doing things like

that. Last year I had the staff put together a tour so I could go
around and see some of the different functions that are going on
and to find out, for example, that we have—well, I am not sure
how many cabinet-making operations we have got, but there are
three, maybe four.

The House, I don't know whether you all know this, but there is

somebody over on the House side that makes furniture and some-
body on the Senate side that makes furniture. There is someone I

believe that works for the Architect of the Capitol that makes fur-

niture. I mean it is very possible that it just so happens that the
day that I was wandering around just wasn't a busy day, but I sus-
pect that the capacity that we have around here is way, way, way
beyond the need.
And you know, there are those kinds of things that have been

going on for many, many, many years now that nobody, frankly,

has ever taken a look at. If I could make kind of a last editorial

comment and then you can hop back in with yours, is I think one
of the things that is happening to us in the Congress is that we
have really failed to individually dig into the areas of responsibility

that we have.
I am trying to think of which author it was now that wrote a

book on excellence about management style—Peters, "In Search of
Excellence", Peter Drucker, in search of, one, that was Tom Peters.
I don't want to slight any of the authors. But one of the points they
made was that you need to—^you know, the manager that does the
bad job is the manager that is always in the office.

And I think that while I hate to say impossible for Members of

the Congress to get down and try to manage a cabinet shop, the
reality is that most of us—and I think this is not just suggesting
on a Legislative Appropriations Committee, we really don't get our
hands into what is going on. We have got to become more person-
ally involved in the responsibilities that we have on the different

committees. That is why I go back to the point that I brought up
earlier this morning, that one of the key functions I think we need
to do is we have got to narrow down the number of committees that
we all serve on.

I mean most people want to run back home and say that I am
a member of the following committees, and it sends this message
of incredible importance. I am not sure that there is anybody who
has been elected or reelected on the basis of how many committees
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they have been on, but for some reason a number of our colleagues
believe that that is important. And by doing that, we don't spend
the time that is necessary on our individual assignments. So that
is an editorial comment. Did you want to comment?
Mr. Haase. Yes. I just wanted to read something to you, which

follows up on your thought here. It says trade crafts: mechanics,
carpenters, electricians, plumbers, painters, masons, sheet metal
workers, pipe fitters, upholsterers, elevator maintenance, 971.
Now, if you are talking about something, that is the type of ex-

amination that you should be making. Every one of these cat-
egories that I just mentioned fits into what was done at the De-
fense Department is term contracts, which are as efficient as hold-
ing anybody, keeping them on a payroll.

Senator Mack. I would assume you have some rather unique re-

quirements over at the Pentagon, a few secrets over there.
Mr. Freeman. A lot of classified areas there.
Senator Mack. Is there any way you could give us a comparison

about the cost of these different functions? Have you had the
chance to go over this?

Mr. Freeman. I didn't do a cost analysis. I just have some ideas
of how we do it in the Pentagon and how contracting really works
for us. Just like landscaping.

I only have a horticulturist and an inspector, just two, but we do,
you know, over a half-a-million dollars worth a year of landscaping,
because at different times of the year you need different types of
expertise on the landscape and they call them in and a contractor
provides that service. You know very well we did an A-76 years
ago to find out
Senator Mack. You did what?
Mr. Freeman. We did an A-76, we did a cost analysis. This was

years ago, and it came out cheaper to do it by contractor. When we
have our big moves over there coming up here, I only have three
movers, but I can be on the telephone and call up and I can have
today or tomorrow 50 movers over there moving furniture and
equipment and things around. So it is kind of like I have all of
these movers out here, if I need movers, I have a contract in place.

It doesn't cost me anything. If I need painters, I turn it on, I got
painters over there; if I need carpenters, I have carpenters. Eleva-
tor maintenance, I think anybody can do elevator maintenance.
The expertise out in the public sector is right up to date on those.
Senator Mack. What a concept.
Mr. Packard. If the gentleman will yield, before we go to Mr.

Miller, your point was interesting, that there are several places
where they do furniture making and the crunch for furniture may
be just say in the last month when new people are moving into of-

fices and there are huge changes and then that whole operation
could really settle down to virtually little or nothing for another
year or so or two. This term contracting out accommodates sporadic
needs, that would be very interesting to look at a lot more seri-

ously.

A very interesting point. Are you through, sir?

Senator Mack. Yes.
Mr. Miller. Just to follow up on what you said at the conclusion

of our last presentation, Mr. Chairman, and to follow on what
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Norm Ornstein is talking about, can we discipline ourselves and
downsize the Government Printing Office? You know, do we really

need the document at 5:00 o'clock in the morning?
Senator Bennett's idea is saying, well, let's deliver it at 1:00

o'clock and see what happens is not a bad idea. But it is a question
of discipline. We get spoiled, we call the carpentry office to get a
picture hung, then wonder why they aren't there that same day.

Some of the things we are going to have to do, which leadership

is going to be involved in is to discipline ourselves.

Obviously, the Defense Department has the ability to have a lit-

tle better discipline over there than we have here, especially when
you have 35 individual commanding generals. But I am so im-
pressed with the fact that the Defense Department does so much
of it. I know we are not comparing apples to apples, you certainly

can't compare security in the Capitol with that at the Defense De-
partment, but I think it would be a great model for us to learn a
lot.

Have you had any dealings directly with the Architect of the
Capitol's Offiice to share any of these ideas?

Mr. Freeman. No.
Mr. Miller. Let me ask a question about Davis-Bacon. You are

covered by that, is that right?

Mr. Freeman. Yes.
Mr. Miller. I am from Florida and it is not as big of an issue

in my community, since there are not a lot of Federal builders.

Mr. Freeman. No, it has never been a problem.
Mr. Miller. You never had an alternative, you always had to fol-

low Davis-Bacon.
Does the National Service Act require a lot of paperwork?
Mr. Freeman. I tell you, I am really not sure.

Mr. Miller. But the only companies you can contact are those
that can satisfy the requirements.
Mr. Freeman. The competitive bids really come in very rarely.

We go out like I say, a term contract, it is very competitive, they
come in with a good bid and
Mr. Packard. That would be part of the specification.

Mr. Freeman. It would be part of the specifications that they
have to comply.
Mr. Miller. You said you used a one-year contract?

Mr. Freeman. We use normally one-year contracts renewable
each year up to five years and, you know, it is good because, you
know, every now and then you get a contractor that is not perform-
ing and he is out.

Mr. Miller. Is't that a problem, for large contracts, where people

have to gear up with equipment or a cleaning company, cleaning

vehicles, large numbers of employees? But you are saying that is

not a problem with one-year contracts, renewables?
Mr. Freeman. No. The bids come in. It is very competitive.

Mr. Miller. Do you not renew contracts?

Mr. Freeman. Oh, yes, we have let go several contracts for not
performing.
Mr. Packard. If the gentleman will yield, that would somewhat

resolve the concern that was expressed in the previous panel about
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sole sourcing and how they build up an empire that makes it dif-

ficult to change. You have one-year contracts.

Mr. Freeman. One-year contracts.

Mr. Packard. And they are issued to somebody else at the end
of the year or at least they are re-competed.
Mr. Freeman. Competitive bid is the way to go. Some of them

mentioned about response on demand, like graphic services. You
know, if you said I need this here, you know, tomorrow at noon,
I could call in three contractors out there and have them bid on it

right now, and they would work on it overnight and you would
have it tomorrow morning.

I mean it is service on demand. You can write a contract up any
way you want to write that contract up, whether it is landscaping,
architectural services, if I want to do a redesign, I just have to put
a new roof, or started leaking, leaking very bad, we already had
a contract here with the architectural firm out there, you had to

cost it out, within a matter of a few days I have him in here, on
emergency I could do it in a couple of days. Call him in there and
get a design up there on that roof and bid it out and get a contract
going out there, fast. It is how you write your contract.

Mr. Miller. How do you know that you couldn't do it cheaper
in-house?
Mr. Freeman. Well, one thing, I just don't have the people to go

up and repair that type of a roof up there, or the expertise. Where-
as in the private sector out there, they have got the flexibility to

go out anywhere and bring the people in on a moment's notice and
provide that type of service, because they have a wide range, you
know, of customers. If I kept that expertise on my staff, you know,
I would be paying these architectural engineers great big salaries.

For half a year they are sitting around doing nothing, and then all

of a sudden I get some hot jobs and they are very, very busy.
But to balance it out, you just need hard-core, highly technical

people qualified in there that are good inspectors and supervisors
and planners and people that can write up a good scope of work
that know how contracting works out there and a good contracting
officer to go down and inspect these things and hold them to their

contract. We are going to be contracting out more and more in de-

fense. It is working very, very well with us.

Mr. Miller. Do you have any hard numbers to show that you
are saving money by doing that?
Mr. Freeman. Well, when we start out in, say, cleaning or doing

things, at that time we do a cost analysis, is this going to be less

to go out into the private sector or is it cheaper in-house? There
are a lot things come into play. You know, right now like our clean-

ers up there, it is a lot of the African-American ladies that are get-

ting up into their 60s, some in their 70s. I don't want to come right

out all of a sudden and fire all of them and bring a contractor in.

So as they are retiring, we are bringing in, like I said, the Indus-
try for the Handicapped, and we are bringing in private contractors
in here to come in and work as they fade out. You know, that is

trying to be a humane employer to do that kind of thing. The same
way, talking about alterations and all. I can't keep all the type of
expertise for the types of alterations and computer rooms and se-
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cure areas and all that, but on the private sector I can go out and
I have it in there.

But I keep a few around to do the immediate jobs here and there.

You need that hard-core to respond.
Mr. Hasse. May I just give you an example of why it doesn't

work for construction, like at GSA or here in construction, when
you design your own project. When you design your own project

from within the Architect of the Capitol, he is writing certain speci-

fications, and he is putting them out for bid. The bidders all are
bidding on those certain specifications. The bids come back, the low
bid is taken.

Instead of putting those bids out, and I always used to say at

GSA, why are you telling these roofers how to fix a roof? You don't

know how to fix a roof, roofers know how to fix a roof. Put a bid
out and tell them I have a leaky roof and let me qualify the bids
that come back and I bet I get a better price, because if I miss
something in those specifications, that bidder is not going to correct

it.

He is going to correct it as an overrun and you are going to be
paying far more for it in the end. I think the bidding process is to

go out and like Walt says, think, I have got a leaky roof. Tell me
how to fix it. Qualify some roofers. You are going to get the benefit

of their research and development, you are going to get the benefit

of their experience. Then you are going to qualify and look at it and
say maybe the cheapest way is not the way to go with this, maybe
there is more economical advantage to go the more expensive route
on this roof. That is the way—I think that is the way you should
be analyzing the repair and alteration of all of these other things
that are done by design and construction in-house.

Mr. Packard. Thank you. Mr. Thornton?
Mr. Thornton. Mr. Chairman, I returned from a vote to hear

Senator Mack make one of the clearest, most precise public policy

statements that I have heard in a long time around here. I would
like to endorse it and adopt it as my own. I think you signaled to

the rest of us what we should be looking for. I have no questions.
Mr. Packard. You better restate that policy statement.
Mr. Thornton. I may have walked in in the middle of it.

Senator Mack. Listen, don't go any further. That was just fine.

Mr. Thornton. The part I heard sounds good.
Mr. Packard. Thank you, Mr. Thornton, very much.
Let me conclude with some questions for the record and ask both

witnesses something now.
[The questions and responses follow:]

architect of the CAPITOL

Question. We have almost 1,000 tradesmen—Electricians, air conditioning me-
chanics, elevator repairmen, carpenters, and so forth. For the larger jobs, the Archi-

tect contracts out that work. But for the day-in and day-out maintenance and repair
workload, he uses the in-house force which includes a nimiber of so-called "tem-
porary^' employees who are really part of the permanent workforce. Is that an effi-

cient method? (Much of this work is remedial—needs to be done right away. Some
requires hard-to-find skills—such as decorative painting and stonework.)

MR. FREEMAN'S RESPONSE

The OSD, WHS, Real Estate & FaciUties Directorate (RE&F) employs approxi-
mately 300 tradesmen, including electricians, air conditioning mechanics, plimibers,



1267

carpenters, and so forth to operate maintain, repair, and provide tenant alterations

on the Pentagon Reservation, occupying about 280 acres. Through experience we
have found it beneficial to supplement our in-house workforce with a variety of con-

tractors working under a variety of contracts. Currently we contract out about 40%
of our work and are planning to increase this amount.

We also typically contract for larger projects. But even for the day-in and day-

out maintenance and repair workload, we have found it helpful to supplement our

in-house forces with indefinite quantity term contracts for preventive maintenance

and general construction, for example. These contracts can include several hundred
line items that are priced separately. We order what we need, as we need it. Other

types of contracts for other facility management functions are also utilized to meet
our operational needs. Our Contract Specialists have found appropriate competition

for such work as decorative painting and stone restoration. We would be pleased to

share these sources with you.

Question. Can we afford to wait for contractors to be called in? We must keep the

Congress in operation.

MR. FREEMAN'S RESPONSE

In some instances, we utilize contractors just to obtain the hard-to-find skills. In

other instances, we utilize contractors to augment in-house forces, so as to assure

that the in-house forces will be available to do those special projects that are time

sensitive or require the special skills that in-house forces possess. It represents a

business judgement that can be developed through training and experience.

Over time, with the cooperation of the program personnel and the procurement

personnel, we have attempted to develop proper statements of work/specifications

that facilitate quick response by our contractors. For example, in our indefinite

quantity general construction contract, there is a fee schedule that provides en-

hanced pajmient for work done on an accelerated time schedule.

Question. If we go to that method, how will we be certain we can obtain these

hard-to-find skills on short notice?

MR. HAASE'S RESPONSE

In reply to all three preceding questions, according to the FTE category concern-

ing tradesmen, there are indeed approximately 1000, including carpenters, elec-

tricians, plumbers, etc. I would envision the majority of these categories to be han-

dled by term contracts regarding the respective speciaUzations. In other words, the

contract specialist handUng electricians would interview and qualify firms doing

electrical work. Response time would be written into a certain number of these elec-

trical contracts as a I would visualize having at least 30 contractors on the list and

not all would be held to critical response time. Several contracting officers, respon-

sible for this category, would be in the administrative office and be accountable for

quality control. This same scenario would follow for plumbers, carpenters elevator

personnel, etc. I do not, at this time, see the need for in-house tradesmen, however

a small contingent of tradesmen in the various categories may be considered. This

contingent would handle ultra emergencies and probably be limited to two trades-

men in each category.

The task of finding qualified tradesman in each category would be the responsibil-

ity of the contracting officer. Believe me, these firms exist.

Question. Since the changeover in the Congressional election last November, we
have had much relocation going on in this building—and in all House and Senate

office buildings. We have many new Members moving in, and many Members and
Committees changing offices. Even this room has changed—up until a month ago,

it was a staff office. Now it is a hearing room. And it is not finished yet—we need

to see if the lighting can be improved, and there are other physical adjustments nec-

essary.

Physical changes and office movements are inevitable in an organization this

size—they are also fairly predictable—and we should have a flexible, cost effective

building management operation.

As I indicated, some of the relocation work is still being done months later. The
Architect chose to do much of this work with in-house forces. Was that an effective

strategy?



1268

MR. freeman's response

RE&F also has to be able to respond quickly to the changing needs of it's cus-

tomers, and also has a portion of it's workload that is quite predictable. We have
attempted to build in maximum flexibility by balancing our in-house and contract

response capability, and utilizing, individually or in combination, the work approach
that best meets our needs. We do occasionally find that there are certain time sen-

sitive projects that are best completed with the flexibility of core employees.
Given the proper procurement vehicle, we have found contractors to be very re-

sponsive to our needs. Like Congress, the Department of Defense, given it's mission,

is often required to respond quickly to short-fuse deadlines. We have attempted to

strike a balance between in-house forces and contract personnel to maximize our
ability in terms of skills and responsiveness. We have found that having Govern-
ment employees available as an alternative has helped us in improving service de-

livery and prices provided by contractors. You must determine the correct balance
for you, given your own unique set of circiunstances.

Question. What is an optimal and cost effective size for our care and maintenance
workforce?

MR. HASSE'S response

In reply to the preceding two questions, your concern about in-house strategy is

warranted. In my opinion, this strategy is expensive and space consuming. I believe

the question concerning the optimal and cost effective size for the maintenance
workforce should be under 20 people with the remainder being contract employees.

MR. freeman's response

There is no magic number. You must determine the right mix between in-house
and contract personnel to meet your own unique set of circumstances. This mix will

change with time and require periodic adjustment. You could begin by contracting

some of the functions that you are currently doing in-house, particularly those that
require expertise that you don't currently have in-house, or are not as time sen-

sitive, or have the greatest potential for freeing up in-house personnel associated

with jobs that are time-sensitive. With the expertise gained from your experiences,

you could gradually increase and/or modify your contracting mix until you find the

optimal and most cost effective distribution for your needs. You could procure the
services of a consultant to assist you in gathering data and developing a strategy

for integrating more contracting into your work mix at a more rapid pace.

To be effective, you must also have the appropriate number of trained Planner/
Estimators, Maintenance Work Inspectors, administrative support, and procurement
personnel.

Botanic Garden

Question. We have a botanic garden with a large conservatory building, a smaller
administrative building, and a large, very modern nursery near Boiling Air Force
Base. This facility propagates much of the plants and flowers that adorn the 290
acres of Capitol grounds. This is a $3 million annual program; 57 FTE's. Is this a

cost effective method for maintaining our grounds?

MR. FREEMAN'S RESPONSE

It has been our experience at the Pentagon that contracting for landscape mainte-
nance services for 280 acres was a contributing factor in attaining the present re-

spectability of the grounds. Contract work has also proven to be more cost effective

than using Government employees. We have an in-house workforce of only two (a

Horticulturist and an Inspector) to supervise the contractor.

Question. Part of the Conservatory had to be razed a few years ago, due to struc-

tural weakness. We have appropriated funds to design a major renovation of the

Conservatory. The original cost was estimated at $21 million. Last year, before the

design is even finished, we were advised the cost is now $28 million. Should we be
planning to make such a major expenditure on the Conservatory?

MR. FREEMAN'S RESPONSE

Preserving the structural integrity and historical sigriificance of the Conservatory,
given its international prominence, and maintaining it as a functional educational



1269

resource for horticulture are important considerations. If you are planning to con-

tract out, I would not spend funds on a major renovation.

Question. What alternatives are there to having a Botanic Garden program in the

Legislative Branch?
a. Can it be privatized?

b. Should it be transferred to the National Arboretimi?
c. What are the possibilities of bujdng the necessary flora for the grounds on the

open market?
d. What if we privatized the Conservatory, but kept the nursery?

MR. HAASE'S RESPONSE

Ground maintenance is probably one of the most efficient and cost saving meas-
ures to be privatized. There are excellent Companies in the area that specialize in

this function and contracting more than one would not be a problem. In my opinion,

the Botanic Garden Program should definitely be transferred to the National Arbo-
retvun. In the analysis of the functions now being handled by the Architects office,

it may prove cost effective to keep the nursery under some type of privatized struc-

ture. In all honesty, I do not feel I have enough information on this particular mat-
ter to make a definitive judgment call at this time. Further study is probably war-
ranted.

MR. FREEMAN'S RESPONSE

Transferring the Botanic Garden program to the National Arboretum is an idea

that should receive close consideration.

a. Much of the work at the Botanic Garden could likely be contracted; however,
some aspects appear to be "inherently Governmental" and should be performed by
your core employees.

b. Transferring the Botanic Garden program to the National Arboretum shows
promise, but could involve relinquishing direct control.

c. The Pentagon currently purchases all ornamental plants and flowers by con-

tract. Operating greenhouses, especially in this climatic area, and maintaining an
inventory of plants was not cost effective at the Pentagon.

d. The Pentagon has been quite successful in contracting for landscape mainte-
nance services and this might be a viable consideration for you.

Mr. Packard. On the Architect of the Capitol, and I would like

to zero in on that area more than perhaps any of the other areas,

I think the position and office of the Architect of the Capitol is es-

tablished in law. But I think many of us on the committees, both
the House and Senate side, feel that there can be some serious re-

structuring of the job description and the agency itself with the
number of personnel. Ed, how many—about 2300 employees in the
Architect of the Capitol? I am sure that when they established the
Architect of the Capitol Office, the Congress never dreamed of an
agency that would be that large and cumbersome. And frankly, I

think many of us feel that it has reached the point where it has
got to be restructured.

You mentioned, I think, Mr. Haase, something that we have been
talking a little bit about and certainly thinking about, restructur-

ing the Architect's Office to where you have an Architect of the
Capitol, of course, but that office would be an overseer, perhaps as
someone said, I think used the words, a contracting officer or some-
one that would coordinate and oversee and manage the operations
of the Architect of the Capitol, but they would not actually perform
the operations.

We do not have the Department of Transportation build freeways
and build airports and do this; they oversee, they set policy, they
manage from the Federal level. The Architect probably shouldn't be
an office that does everything from the planning, from the architec-
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tural design to the construction. We do that now in many instances

and thus we employ a lot of—2300-some people.

An Office of the Architect could very well be an office where the

Architect would have a few very well selected, very well qualified

people to oversee these different areas, and that could be a matter
of 20, 30, or 40 or 50 people instead of 2300 people. I may be over-

estimating to some degree in the magnitude of the downsizing.

If we chose to go in that direction, would you suggest that we
phase it in, and how would we phase it in so that, at today's place-

ment cost and minimizing the heartaches to personnel, it would not

be so catastrophic that it would be almost heartless to do it?

Mr. Haase. That is the $64,000 question. I think that I would
start with the custodial aspect of it first, and then I would ease

into term contracts vis-a-vis these 971 people. Now, keep in mind
that a lot of companies, when you phase in custodial, are going to

pick up this FTE that is now doing the work.
I mean there are going to be competitive bids out there that don't

have the personnel to do it; and they are going to pick up these

people, who are going to go right to these companies. They are

going to be doing it with another color shirt on for a private com-
pany. So you are not going to exactly cut everybody loose. This

company is just going to take over.

Mr. Packard. So you feel that the plumbers that are under the

Architect would move out in the private sector, maybe coming and
doing the same jobs here under a private contractor?

Senator Mack. But probably fewer of them.
Mr. Haase. Yes, exactly.

Mr. Packard. Right now I believe the Architect supervises elec-

trical and plumbing and all kinds of maintenance construction and
other departments.
Mr. Haase. Yes. And that is what you would find I think a lot,

and I think that is what happened over at the Defense Department
a lot with your janitorial, what we used to call the green shirts

over at GSA. So that would take care of part of it. Attrition takes

care of a lot of it, too.

As I say, it is not a rush to just immediately cut it loose, but I

think that you phase into it, and it might take, it might take four

years to do it all, but I think in that particular time you would
have a very crisp, sophisticated contracting, quality control Archi-

tect of the Capitol asset management team.
Mr. Packard, Do you have further comments on that, Mr. Free-

man?
Mr. Freeman. Yes. I agree. I think the easiest to start with is

the custodial services. But you know, I would think the attrition

rate normally runs somewhere around 5 percent. But I would try

to get contracts in place. A lot of them don't cost anything. You
know, pest control, snow removal, a lot of these things you call peo-

ple in. You can have the contract out there. A large term contract

when you are getting up to the jobs up in $50,000, $100,000, you
have a max.
But if you know you are spending, sometimes our contract is

spending upwards of $4 million a year, we can go up to $6 million,

and you have all of the charges in place, so at any time that you
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can bring them in, you know what the job is going to cost you be-

cause you have all of these line items spelled out.

You know, 20 feet of wall taken down, so much a square foot,

tearing them down putting doors up. So these are already spelled

out.

So you really need, I think, to start getting the contracts in

place. Like I said, these faucets, you turn them on and turn them
off, turn them on and turn them off. And you should have it for,

like I said, landscaping, I have two people that supervise all of the
people coming in. But I think you are going to need kind of a wide
spread there. You are going to need an electrical-type supervisor,

another one we have one in alterations, and possibly an architec-

tural engineer on the staff and someone in graphics that is well
qualified. You might need, you know, four or five there. But
again
Mr. Packard. They are already there. It is just that they are not

acting in a supervisory position under the architect, they are in the
department managing the employees in the department.
Mr. Freeman. But the fact that they know what you want when

you want it and they can get the contractor in and get it done right

now. So there are a wide range of contracts you could put in place,

and like I say it would cost you nothing to write up the scope of

work and going out and getting contracts going.

Mr. Packard. We have had an interesting experience along that
very line when we contracted out the restaurant operations of the
House, and I don't know about the Senate. Many of the same peo-
ple that were on our rolls at the restaurant remained under the
private contractor. So it wasn't a total displacement. In fact, it was
probably very little displacement. Many people in the House didn't

even know that there was a change, because there was not a
change in personnel, it was just a change in the way we operated,
and from what I am told by our staff, there was a significant sav-
ings of money in that changeover where we contracted out the res-

taurant operations. It is an interesting point.

Mr. Freeman. To comment on that, like the custodial that was
mentioned here, you know, you could bring in and write up the
contract and have a bid out and the contractor comes in and gives

you a bid, but one of the things that your current people have, you
know, the right of refusal for the job. So you—they have the oppor-
tunity then of going with the contractor. Then you have the con-

tract, you have it in place.

Mr. Packard. Senator Mack.
Senator Mack. Yes. Just a thought occurred to me. The Architect

of the Capitol is appointed for a certain length of time. I think it

is

Mr. Packard. It is about to change this year. Later this year we
are scheduled for a change.
Senator Mack. Which raises this point. It seems to me the kind

of changes that we are talking about really change the, if you will,

the job description and/or the background requirements of the per-

son who would come in under this new position. And it seems to

me that the four—that before a new appointment would be made,
we have got to be thinking about the kind of person that ought to
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be considered for this job. We have to start writing up the require-
ments.
Mr. Haase. Exactly.
Mr. Packard. The job description.

Senator Mack. Or what is the word that I am looking for?

Mr. Freeman. Position description.

Senator Mack. Yes. And also background capabilities of the indi-

vidual. If we take the same approach we have taken in the past,

we are going to end up with an individual who could be very, very
qualified from an architectural perspective, when the job is really

as you say an asset manager.
Mr. Haase. Yes.
Mr. Packard. Along that line, there is a significant amount of

square footage in our office buildings and in this building that are
currently occupied in the bowels of the buildings by these different

departments of the Architect's Office. The plumbing department
has a series of offices or space down in the bottom of the Rayburn
and there is a lot of space at the bottom of some of the other build-

ings. It would be an interesting exercise to see how much space is

being occupied that would be freed up with the contracting and if

in fact that could resolve some of the space problems that we have
with some of our annex buildings and other areas and where we
are renting or leasing other space throughout the city for govern-
ment operations.

It has ramifications that extend beyond just the changing or the
restructuring of the Architect of the Capitol. There are space issues
that could be reevaluated and a lot of other things that may ulti-

mately save a lot more money than what we are just talking about
in terms of restructuring the Architect's office.

Mr. Haase. Yes, sir. Leasing, just to point out a figure, leasing
almost 1.3 million square feet, outside leasing, outside the Capitol.

Senator Mack. That are related to the legislative functions?
Mr. Haase. Legislative functions. You are spending almost $8

million.

Mr. Packard. Well, that is another aspect that would be easy to

overlook in this kind of a hearing, that there are space issues that
could be
Mr. Freeman. To elaborate on that, one thing about it, not on

the office space that the people might be in down here, but when
you are trying to take care of your own custodial, alterations, re-

pairs, everything else, it requires a lot of equipment and parts and
supplies and everything else. Whereas if you have a private con-

tractor out there, it is on demand. He brings it in, does a job and
it is gone. So you free up a lot of storage space that you have
around the buildings.

Senator Mack. Okay.
Mr. Packard. Anything else from anybody?
Mr. Miller. Thank you.
Mr. Packard. Well, I want to thank both Mr. Haase and Mr.

Freeman for the expert testimony that you have given. It has been
a very good hearing today. We have stayed on schedule, and I want
to thank you all for participating in the hearing. I very much ap-
preciate that, and I will now adjourn the hearings and thank ev-

eryone who has participated.
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