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the subsidy program will be so success-
ful it will be used as a model for reform
of the Medicaid program. Savings
through other health care reforms de-
tailed later in this statement will pro-
vide the funds needed to implement the
essential effort to take care of the
health of our Nation’s children.

I have also added a new title VIII to
establish a national fund for health re-
search within the Department of Treas-
ury. This fund will supplement the
moneys appropriated for the National
Institutes of Health. It is to be on
budget, but the financing mechanism is
not specified. This proposal was first
developed by my distinguished col-
leagues, Senators Mark Hatfield and
Tom HARKIN. Senator Hatfield, who re-
tired after the 104th Congress, worked
closely with me on medical research
funding issues. The concept of a na-
tional fund for health research was in-
corporated into the National Institutes
of Health Revitalization Act of 1996,
which was passed by the Senate, but
not by the House.

Responding to decreases in discre-
tionary funding, in the 104th Congress,
Senators Hatfield and HARKIN intro-
duced S. 1251, the National Fund for
Health Research Act. They wisely an-
ticipated that we cannot continue to
look solely to the appropriations proc-
ess for the necessary resources to sus-
tain sufficient growth in biomedical re-
search. The great advancements made
by the United States in biomedical re-
search are part of what makes this
country among the best in the world
when it comes to medical care. Their
idea is a sound one and ought to be
adopted. | look forward to working to-
gether with Senator HARKIN to enact a
biomedical research fund this Congress.

Taken together, | believe the reforms
proposed in this bill will both improve
the quality of health care delivery and
will bring down the escalating costs of
health care in this country. These pro-
posals represent a blueprint which can
be modified, improved and expanded. In
total, | believe this bill can signifi-
cantly reduce the number of uninsured
Americans, improve the affordability
of care, ensure the portability and se-
curity of coverage between jobs, and
yield cost savings of billions of dollars
to the Federal Government, which can
be used to cover the remaining unin-
sured and underinsured Americans.

INCREASING COVERAGE

According to the U.S. Bureau of the
Census, in 1995, 224 million Americans
derived their health insurance cov-
erage as follows: approximately 64 per-
cent from employer plans; 14.3 percent
from Medicare and Medicaid; 4 percent
from other public sources; and about 7
percent from other private insurance.
However, 40.3 million people were not
covered by any type of health insur-
ance.

Statistics from the Employment Ben-
efit Research Institute November 1996
show that small businesses generally
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provide less health insurance coverage
than larger businesses or the public
sector. About 73 percent of employees
in the public sector are provided with
health insurance; while 55.5 percent of
employees Iin the private sector are
covered. Both levels are far higher than
businesses with fewer than 10 employ-
ees (25.8%); with 10 to 24 employees
(38.8%); or with 25 to 99 employees
(54.4%).

As | mentioned previously, title | of
the bill gives federal subsidies to pro-
vide health care coverage for our Na-
tion’s children. Early estimates are
that the total cost of these vouchers
will be approximately $24 billion over 5
years. This $24 billion is a worthwhile
investment because it will mean
healthier children and substantially re-
duced anxiety for millions of parents
who cannot afford to pay for needed
medical care for their children.

Title Il contains provisions to make
it easier for small businesses to buy
health insurance for their workers by
establishing voluntary  purchasing
groups. It also obligates employers to
offer, but not pay for, at least two
health insurance plans that protect in-
dividual freedom of choice and that
meet a standard minimum benefits
package. It extends COBRA benefits
and coverage options to provide port-
ability and security of affordable cov-
erage between jobs. While it is not pos-
sible to predict with certainty how
many additional Americans will be
covered as a result of the reforms in
title 11, a reasonable expectation would
be that these reforms will cover ap-
proximately 10 million Americans.
This estimate encompasses the provi-
sions included in title Il which | will
discuss in further detail.

Specifically, title 11 extends the
COBRA benefit option from 18 months
to 24 months. COBRA refers to a meas-
ure which was enacted in 1985 as part of
the Consolidated Omnibus Budget Rec-
onciliation Act [COBRA ’85] to allow
employees who leave their job, either
through a layoff or by choice, to con-
tinue receiving their health care bene-
fits by paying the full cost of such cov-
erage. By extending this option, such
unemployed persons will have en-
hanced coverage options.

In addition, options under COBRA
are expanded to include plans with
lower premiums and higher deductibles
of either $1,000 or $3,000. This provision
is incorporated from legislation intro-
duced in the 103d Congress by Senator
PHIL GRAMM and will provide an extra
cushion of coverage options for people
in transition. According to Senator
GRAMM, with these options, the typical
monthly premium paid for a family of
four would drop by as much as 20 per-
cent when switching to a $1,000 deduct-
ible and as much as 52 percent when
switching to a $3,000 deductible.

With respect to the uninsured and
underinsured, my bill would permit in-
dividuals and families to purchase
guaranteed, comprehensive health cov-
erage through purchasing groups.
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Health insurance plans offered through
the purchasing groups would be re-
quired to meet basic, comprehensive
standards with respect to benefits.
Such benefits must include a variation
of benefits permitted among actuari-
ally equivalent plans to be developed
by the National Association of Insur-
ance Commissioners. The standard plan
would consist of the following services
when medically necessary or appro-
priate: First, Medical and surgical de-
vices; second, medical equipment; third
preventive services; and fourth, emer-
gency transportation in frontier areas.
It is estimated that for businesses with
fewer than 50 employees, voluntary
purchasing cooperatives such as those
included in my legislation could cover
up to 10 million people who are cur-
rently uninsured.

My bill would also create individual
health insurance purchasing groups for
individuals wishing to purchase health
insurance on their own. In today’s mar-
ket, such individuals often face a mar-
ket where coverage options are not af-
fordable. Purchasing groups will allow
small businesses and individuals to buy
coverage by pooling together within
purchasing groups, and choose from
among insurance plans that provide
comprehensive benefits, with guaran-
teed enrollment and renewability, and
equal pricing through community rat-
ing adjusted by age and family size.
Community rating will assure that no
one small business or individual will be
singularly priced out of being able to
buy comprehensive health coverage be-
cause of health status. With commu-
nity rating, a small group of individ-
uals and businesses can join together,
spread the risk, and have the same pur-
chasing power that larger companies
have today.

For example, Pennsylvania has the
ninth lowest rate of uninsured in the
Nation, with 90 percent of all Penn-
sylvanians enrolled in some form of
health coverage. Lewin and Associates
found that one of the factors enabling
Pennsylvania to achieve this low rate
of uninsured persons is that Pennsylva-
nia’s Blue Cross-Blue Shield plans pro-
vide guaranteed enrollment and renew-
ability, an open enrollment period,
community rating, and coverage for
persons with preexisting conditions.
My legislation seeks to enact reforms
to provide for more of these types of
practices. The purchasing groups, as
developed and administered on a local
level, will provide small businesses and
all individuals with affordable health
coverage options.

Unique barriers to coverage exist in
both rural and urban medically under-
served areas. Within my State of Penn-
sylvania, such barriers result from a
lack of health care providers in rural
areas, and other problems associated
with the lack of coverage for indigent
populations living in inner cities. This
bill improves access to health care
services for these populations by: First,
Expanding Public Health Service pro-
grams and training more primary care
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providers to serve in such areas; sec-
ond, increasing the utilization of non-
physician providers, including nurse
practitioners, clinical nurse special-
ists, and physician assistants, through
direct reimbursements under the Medi-
care and Medicaid Programs; and third,
increasing support for education and
outreach.

Title 11 of my bill also includes an
important provision to give the self-
employed 100-percent deductibility of
their health insurance premiums. The
Kassebaum-Kennedy bill extended the
deductibility of health insurance for
the self-employed to 80 percent by 2006.
My bill would extend this to 100 per-
cent in 2007. Under current law, all
other employers can deduct 100 percent
of the cost of health care insurance for
their workers. It is unfair not to give
the self-employed the same tax benefit
as other employers receive. The self-
employed are every bit in need of this
benefit and we should be doing every-
thing we can to support this important
group which is the backbone of the
American economy.

While | reiterate the difficulty of
making definitive conclusions regard-
ing the reforms put forth under this
legislation and accomplishing univer-
sal health coverage for all Americans, |
believe this is a promising starting
point. Admittedly, the figures are inex-
act, but by my rough calculations, po-
tentially 17.6 million of the 40.3 million
uninsured will be able to obtain afford-
able health care coverage under my
bill. 1 arrive at this figure by estimat-
ing that at least 7.6 million children
will receive health insurance under the
title | voucher system. In addition, 10
million will be able to purchase insur-
ance by encouraging individuals and
small employers to purchase insurance
through voluntary purchasing coopera-
tives.

I welcome any and all suggestions
that make sense within our current
constraints to increase coverage. | am
committed to enacting reforms this
year and would like to determine a
time certain when Congress must re-
visit this issue. We should act on these
reforms and correct problems related
to coverage where they still exist.

COST SAVINGS

It is anticipated that the increased
costs to employers electing to cover
their employees as provided under title
Il in my bill would be offset by the ad-
ministrative savings generated by de-
velopment of the small employer pur-
chasing groups. Such savings have been
estimated at levels as high as $9 billion
annually. In addition, by addressing
some of the areas within the health
care system that have exacerbated
costs, significant savings can be
achieved and then redirected toward di-
rect health care services.

While examining the issues that have
contributed to our health care crisis, |
was struck by the fact that so much at-
tention has been focused on treating
symptoms and very little attention has
been given to the root causes. Al-
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though our existing health care system
suffers from very serious structural
problems, commonsense steps can be
taken to head off the remaining prob-
lems before they reach crisis propor-
tions. Title 111 of my bill includes three
initiatives which will enhance primary
and preventive care services aimed at
preventing disease and ill-health.

Each year about 7 percent, or 273,000,
of the approximately 3.9 million babies
born in the United States are born with
a low birth weight, multiplying their
risk of death and disability. Approxi-
mately 29,338 of those born die before
their first birthday, but about 1,000 of
those deaths are preventable. Although
the infant mortality rate in the United
States fell to an all-time low in 1989, an
increasing percentage of babies still
are born of low birth weight. The Exec-
utive Director of the National Commis-
sion To Prevent Infant Mortality put it
this way: ‘““More babies are being born
at risk and all we are doing is saving
them with expensive technology.”’

It is a human tragedy for a child to
be born weighing 16 ounces with at-
tendant problems which last a lifetime.
I first saw 1l-pound babies in 1984 when
I was astounded to learn that Pitts-
burgh, PA, had the highest infant mor-
tality rate of African-American babies
of any city in the United States. | won-
dered how that could be true of Pitts-
burgh, which has such enormous medi-
cal resources. It was an amazing thing
for me to see a l-pound baby, about as
big as my hand.

Beyond the human tragedy of a low
birth weight, there are serious finan-
cial consequences which result. Al-
though low birth weight infants rep-
resent only about 7 percent of all
births, the National Center for Health
Statistics reports that in 1994, the ex-
penditures for their care totaled about
57 percent of costs incurred for all
newborns. In addition, the Department
of Health and Human Services states
that care for each premature baby
costs from $10,000 to $25,000 with a total
national cost estimate of $2 billion a
year. Low birth weight children, those
who weigh less than 5.5 pounds, ac-
count for 16 percent of all costs for ini-
tial hospitalization, rehospitalization,
and special services up to age 35.

The short- and long-term costs of
saving and caring for infants of low
birth weight is staggering. A study is-
sued by the Office of Technology As-
sessment in 1988 concluded that $8 bil-
lion was expended in 1987 for the care
of 262,000 low birth weight infants in
excess of that which would have been
spent on an equivalent number of ba-
bies born of normal birth weight,
averted by earlier or more frequent
prenatal care. If adequate prenatal care
had been provided, especially to women
at-risk for delivering low birth weight
babies, the U.S. health care system
could have saved between $14,000 and
$30,000 per child in the first year in ad-
dition to the projected savings over the
lifetime of each child. The Department
of Health and Human Services has also
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estimated that between $1.1 billion and
$2.5 billion per year could be saved if
the number of low birth weight chil-
dren were reduced by 82,000 births.

We know that in most instances, pre-
natal care is effective in preventing
low birth weight babies. Numerous
studies have demonstrated that low
birth weight that does not have a ge-
netic link is most often associated with
inadequate prenatal care or the lack of
prenatal care. To improve pregnancy
outcomes for women at risk of deliver-
ing babies of low birth weight, title I11
of my bill authorizes the Secretary of
Health and Human Services to award
grants to States for Healthy Start
projects to reduce infant mortality and
the incidence of low birth weight
births, as well as to improve the health
and well-being of mothers and their
families, pregnant women and infants.
The funds would be awarded to commu-
nity-based consortia, made up of State
and local governments, the private sec-
tor, religious groups, community
health centers, and hospitals and medi-
cal schools, whose goal would be to de-
velop and coordinate effective health
care and social support services for
women and their babies.

| initiated action that led to the cre-
ation of the Healthy Start Program in
1991, working with the Bush adminis-
tration and Senator HARKIN. As chair-
man of the Appropriations Subcommit-
tee with jurisdiction over the Depart-
ment of Health and Human Services, |
have worked with my colleagues to en-
sure the continued growth of this im-
portant program. In 1991, we allocated
$25 million for the development of 15
demonstration projects. This number
grew to 22 in 1994, and the Health Re-
sources and Services Administration
expects the number of projects to in-
crease again in 1997. For fiscal year
1997, we secured $96 million for the pro-
gram, which is currently undergoing a

formal evaluation by Mathematica
Policy Research, Inc. However, pre-
liminary results from the projects

themselves suggest these programs
have been enormously successful. In
Pennsylvania, our Pittsburgh Healthy
Start project estimates that infant
mortality has decreased 20 percent in
the overall project area as a result of
this program. For those women in
Pittsburgh who have taken advantage
of the case management offered by the
program, infant mortality has been re-
duced by as much as 61 percent. Simi-
larly, our Philadelphia project reports
that infant mortality has been reduced
by 25 percent.

The second initiative under title 111
involves the provision of comprehen-
sive health education and prevention
initiatives for our Nation’s children.
The Carnegie Foundation for the Ad-
vancement of Teaching recently con-
ducted a survey of teachers. More than
half of the respondents said that poor
nourishment among students is a seri-
ous problem at their schools; 60 percent
cited poor health as a serious problem.
Another study issued in 1992 by the
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Children’s Defense Fund reported that
children deprived of basic health care
and nutrition are ill-prepared to learn.
Both studies indicated that poor health
and social habits are carried into
adulthood and often passed on to the
next generation.

To interrupt this tragic cycle, our
Nation must invest in proven preven-
tive health education programs. My
legislation provides increased support
to local educational agencies to de-
velop and strengthen comprehensive
health education programs, and to
Head Start resource centers to support
health education training programs for
teachers and other day care workers.

Title 11l further expands the author-
ization of a variety of public health
programs, such as breast and cervical
cancer prevention, childhood immuni-
zations, family planning, and commu-
nity health centers. These existing pro-
grams are designed to improve the pub-
lic health and prevent disease through
primary and secondary prevention ini-
tiatives. It is essential that we invest
more resources in these programs now
if we are to make any substantial
progress in reducing the costs of acute
care in this country.

As chairman of the Appropriations
Subcommittee with jurisdiction over
the Department of Health and Human
Services, | have greatly encouraged the
development of prevention programs
which are essential to keeping people
healthy and lowering the cost of health
care in this country. In my view, no as-
pect of health care policy is more im-
portant. Accordingly, my prevention
efforts have been widespread. Specifi-
cally, | joined my colleagues in efforts
to ensure that funding for the Centers
for Disease Control and Prevention
[CDC] increased $1.3 billion or 132 per-
cent since 1989. Fiscal year 1997 funding
for the CDC totals $2.304 billion. We
have also worked to elevate funding for
CDC'’s breast and cervical cancer early
detection program to $140 million in
fiscal year 1997, a 40 percent increase in
2 years. In addition, | have supported
providing funding to CDC to improve
the detection and treatment of re-
emerging infectious diseases.

I have also supported programs at
CDC which help children. CDC’s child-
hood immunization program seeks to
eliminate preventable diseases through
immunization and to ensure that at
least 90 percent of 2 year olds are vac-
cinated. The CDC also continues to
educate parents and care givers on the
importance of immunization for chil-
dren under 2 years. Along with my col-
leagues on the Appropriations Commit-
tee, | have helped to ensure that fund-
ing for this important program in-
creased by $172 million, or 58 percent.
The CDC’s lead poisoning prevention
program annually identifies about
50,000 children with elevated blood lev-
els and places those children under
medical management. The program
prevents children’s blood levels from
reaching dangerous levels and is cur-
rently funded at over $38 million.

CONGRESSIONAL RECORD —SENATE

In recent years, we have also
strengthened funding for community
and migrant health centers, which pro-
vide immunizations, health advice, and
health professions training. For fiscal
year 1997, over $800 million was pro-
vided for these centers, an increase of
about $44 million over fiscal year 1996.

As chairman of the Select Committee
on Intelligence and Chairman of the
Appropriations Subcommittee with ju-
risdiction over the Department of
Health and Human Services, | have
worked to transfer CIA imaging tech-
nology to the fight against breast can-
cer. Through the Office of Women’s
Health within the Department of
Health and Human Services, | secured
a $2 million contract in fiscal year 1996
for the University of Pennsylvania and
a consortium to perform the first clini-
cal trials testing the use of intelligence
community technology for breast can-
cer detection. For fiscal year 1997, an
additional $2 million was appropriated
to continue the clinical trials.

Finally, 1 have been a strong sup-
porter of funding for AIDS research,
education, and prevention programs. In
fiscal year 1997, AIDS funding in-
creased 14 percent, $392 million above
the fiscal year 1996 level, for a total of
$3.115 billion. Within this amount, $617
million was allocated for prevention,
testing, and counseling at the CDC.

The proposed expansions in preven-
tive health services included in title 111
of my bill are conservatively projected
to save approximately $2.5 billion per
year or $12.5 billion over 5 years. How-
ever, | believe the savings will be high-
er. Again, it is impossible to be certain
of such savings—only experience will
tell. For example, how do you quantify
today the savings that will surely be
achieved tomorrow from future genera-
tions of children that are truly edu-
cated in a range of health-related sub-
jects including hygiene, nutrition,
physical and emotional health, drug
and alcohol abuse, and accident preven-
tion and safety? | have suggested these
projections, subject to future modifica-
tion, to give a generalized perspective
on the potential impact of this bill.

Title IV of my bill would establish a
Federal standard and create uniform
national forms concerning a patient’s
right to decline medical treatment.
Nothing in my bill mandates the use of
uniform forms, rather, the purpose of
this provision is to make it easier for
individuals to make their own choices
and determination regarding their
treatment during this vulnerable and
highly personal time. Studies have also
indicated that advance directives do
not increase health care costs. Accord-
ing to recent data from the Journal of
the American Medical Association au-
thored by Ezekiel Emmanuel of the
Center for Outcomes and Policy Re-
search of the Dana Farber Cancer Insti-
tute, end-of-life costs account for about
10 percent of total health care spending
and 27 percent of total Medicare ex-
penditures. It has been projected that a
10 percent savings made in the final
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days of life would result in approxi-
mately $10 billion of savings in medical
costs per year, and about $4.7 billion in
savings for Medicare alone.

However, economic considerations
are not and should not be the primary
reasons for using advance directives.
They provide a means for patients to
exercise their autonomy over end-of-
life decisions. A study done at the
Thomas Jefferson University Medical
College in Philadelphia cited research
which found that about 90 percent of
the American population has expressed
interest in discussing advance direc-
tives, but only 8 to 15 percent of adults
have prepared a living will. My bill
would provide information on an indi-
vidual’s rights regarding living wills
and advanced directives, and would
make it easier for people to have their
wishes known and honored. In my view,
no one has the right to decide for any-
one else what constitutes appropriate
medical treatment. Encouraging the
use of advance directives will ensure
that patients are not needlessly and
unlawfully treated against their will.
No health care provider would be per-
mitted to treat an adult contrary to
the adult’s wishes as outlined in an ad-
vance directive. However, in no way
would the use of advance directives
condone assisted suicide or any affirm-
ative act to end human life.

Incentives to improve the supply of
generalist physicians and increase the
utilization of nonphysician providers,
such as nurse practitioners, clinical
nurse specialists and physician assist-
ants, through direct reimbursement
under the Medicare and Medicaid Pro-
grams are contained in title V of my
bill. I believe these provisions will also
yield substantial savings. A study of
the Canadian health system utilizing
nurse practitioners projected savings of
10 to 15 percent of all medical costs.
While our system is dramatically dif-
ferent from that of Canada, it may not
be unreasonable to project annual sav-
ings of 5 percent, or $55 billion, from an
increased number of primary care pro-
viders in our system. Again, experience
will raise or lower this projection. As-
suming these savings, based on an av-
erage expenditure for health care of
$3,821 per person in 1995, it seems rea-
sonable that we could cover over 10
million uninsured persons with these

savings.

Outcomes research, included in title
VI of my bill, is another area where we
can achieve considerable long term

health care savings while also improv-
ing the quality of care. According to
most outcomes management experts, it
is estimated that about 25 to 30 percent
of medical care is inappropriate or un-
necessary. Dr. Marcia Angell, former
editor-in-chief of the New England
Journal of Medicine, also stated that 20
to 30 percent of health care procedures
are either inappropriate, ineffective or
unnecessary. In 1995, health care ex-
penditures totaled $1.1 trillion annu-
ally. A cost of illness model published
in the October 1995 issue of Archives of
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Internal Medicine estimated that $76.6
billion annually is for drug-related
morbidity and mortality in the ambu-
latory setting. It is not unreasonable
to anticipate that with the implemen-
tation of medical practice guidelines
and enhanced appropriateness of care,
10 to 20 percent of costs could be elimi-
nated, resulting in savings between $8
and $15 billion in drug-related morbid-
ity and mortality alone. Ideally, if all
inappropriate care could be removed,
between $110 and $220 billion in savings
could be realized annually for all
health care expenditures. A reasonable
estimate is that with the implementa-
tion of medical practice guidelines, we
may achieve savings of 20 to 30 percent
of the lower range end—$110 billion—
which amounts to $22 to $33 billion in
savings annually.

A well-funded program for outcomes
research is therefore essential, and is
supported by Dr. C. Everett Koop,
former Surgeon General of the United
States. Title V of my bill would estab-
lish such a program by imposing a one-
tenth of one cent surcharge on all
health insurance premiums. Based on
the Health Care Financing Administra-
tion’s 1995 health spending review, pri-
vate health insurance premiums to-
taled $325.4 billion. As provided in my
bill, a surcharge would generate $325.4
million for an outcomes research fund,
in addition to the $144 million appro-
priated in this area for fiscal year 1997.

It is also vital to reduce the adminis-
trative costs incurred by our health
care system. According to the Health
Care Financing Administration, in
1994, about 6.2 percent of our total na-
tional health care expenditures were
for administrative costs—over $58 bil-
lion annually. We can reasonably ex-
pect to reduce administrative costs by
5 percent, or $2.9 billion annually.
While the development of a national
electronic claims system to handle the
billions of dollars in claims is complex
and will take time to implement fully,
I believe it is an essential component
in the operation of a more efficient
health care system, and for achieving
the necessary savings to provide insur-
ance for the remaining uninsured
Americans. Title VI of my bill is in-
tended to improve consumer access to
health care information. True cost con-
tainment and competition cannot
occur if purchasers of health care serv-
ices do not have the information avail-
able to them to compare cost and qual-
ity.

Yl'itle VI also authorizes the Sec-
retary of Health and Human Services
to award grants to States to establish
or improve a health care data informa-
tion system. Currently, 38 States have
a mandate to establish such a system,
and 23 States are in various stages of
implementation. In my own State, the
Pennsylvania Health Care Cost Con-
tainment Council has received national
recognition for the work it has done to
help control health care costs through
the promotion of competition in the
collection, analysis and distribution of
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uniform cost and quality data for all
hospitals and physicians in the Com-
monwealth. Consumers, businesses,
labor, insurance companies, health
maintenance organizations, and hos-
pitals have utilized this important in-
formation. Specifically, hospitals have
used this information to become more
competitive in the marketplace; busi-
nesses and labor have used this data to
lower their health care expenditures;
health plans have used this informa-
tion when contracting with providers;
and consumers have used this informa-
tion to compare costs and outcomes of
health care providers and procedures.

The States have not yet produced
any figures on statewide savings re-
sulting from the implementation of
health information systems, however,
there are many examples of savings ex-
perienced by users of these systems
across the country. For example, the
Pennsylvania Health Care Cost Con-
tainment Council [PHC4] has been uti-
lized by the Hershey Foods Corp.,
which provides health insurance cov-
erage for its employees, their depend-
ents, and retirees, totaling roughly
17,000 persons. Hershey has offered a
flexible benefits package since 1988, but
saw health care expenditures increase
in the late 1980°’s and early 1990’s. The
company used the PHC4 data as part of
its health care plan reengineering ef-
forts and created its own Health Main-
tenance Organization [HMO] called
HealthStyles as another alternative to
the four traditional HMO’s already of-
fered to employees and retirees. The
PHC4 data were used to help Hershey
define its specialized hospital network
within this new HMO. Hershey states
that the company has seen costs de-
cline for some of the services provided
by the other HMO plans offered to its
employees. This is just one example of
how health data information can be
used wisely to inform the public and
consumers and allow the market to
control costs. There are many other ex-
amples of savings being achieved, and |
believe that if these systems were im-
plemented in every State, the savings
could be substantial.

Home nursing care is another signifi-
cant issue which must be addressed.
The cost of this care is exorbitant.
Title VII of my bill therefore would
provide a tax credit for premiums paid
to purchase private long-term care in-
surance. It also proposes home and
community-based care benefits as less
costly alternatives to institutional
care. The Joint Tax Committee esti-
mates that the cost of this long term
care tax credit to the Treasury would
be approximately $14 billion over 5
years. Other tax incentives and reforms
provided in my bill to make long term
care insurance more affordable include:
First, allowing employees to select
long-term care insurance as part of a
cafeteria plan and allowing employers
to deduct this expense; second, exclud-
ing from income tax the life insurance
savings used to pay for long term care;
and third, setting standards for long
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term care insurance that reduce the
bias that currently favors institutional
care over community and home-based
alternatives.

While precision is again impossible,
it is reasonable to project that my pro-
posal could achieve a net annual sav-
ings of between $94 and $105 billion. 1
arrive at this sum by totaling the pro-
jected savings of $101 to $112 billion an-
nually—$9 billion in small employer
market reforms coupled with employer
purchasing groups; $2.5 billion for pre-
ventive health services; $22 to $33 bil-
lion for reducing inappropriate care
through outcomes research; $10 billion
from advanced directives; $55 billion
from increasing primary care provid-
ers; and $2.9 billion by reducing admin-
istrative costs and netting this against
the $2.8 billion for long term care; and
$4.8 billion for increasing childrens’
coverage. | ask unanimous consent
that a list of anticipated savings and
costs associated with the bill be in-
cluded in the RECORD.

Although there are no precise savings
estimates for each of these areas, | pro-
pose this bill as a starting point to ad-
dress the remaining problems with our
health care system. Experience will re-
quire modification of these projections,
and | am prepared to work with my
colleagues to develop implementing
legislation and to press for further ac-
tion in the important area of health
care reform.

CONCLUSION

The provisions which | have outlined
today contain the framework for pro-
viding affordable health care for all
Americans. | am opposed to rationing
health care. I do not want rationing for
myself, for my family, or for America.
The question is whether we have the
essential resources—doctors and other
health care providers, hospitals, and
pharmaceutical products—to provide
medical care for all Americans. | am
confident that we do. The issue is how
to pay for and deliver such health care.

In my judgment, we should not scrap,
but rather we should build on our cur-
rent health delivery system. We do not
need the overwhelming bureaucracy
that President Clinton and other
Democratic leaders proposed in 1993 to
accomplish this. | believe we can pro-
vide care for the 40.3 million Americans
who are now not covered and reduce
health care costs for those who are cov-
ered within the currently growing $1.1
trillion in health care spending.

With the savings projected in this
bill, 1 believe it is possible to provide
access to comprehensive affordable
health care for 17.6 million Americans.
This bill is a significant next step in
obtaining that objective. It is obvious
that reforming our health care system
will not be achieved immediately or
easily, but the time has come for con-
certed action in this arena.

I understand that there are several
controversial issues presented in this
bill and I am open to suggestions on
possible modifications. | urge the con-
gressional leadership, including the ap-
propriate committee chairmen, to
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move this legislation and other health
care bills forward promptly.

I ask unanimous consent that a sum-
mary and other material be printed in
the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

HEALTH CARE ASSURANCE ACT OF 1997
SUMMARY OF THE BILL

Title I: Health Care Coverage for Children:
Title | ensures health care coverage for all
eligible children in the United States under
the age of 18. States complying with rules
approved by the Secretary shall receive fed-
eral funds to provide vouchers to families
with eligible children. This will enable the
states to enroll children in health plans that
provide coverage for preventive, primary
care, and acute care services. Payments to
states will be calculated based upon the av-
erage annual cost of enrollment in a health
care plan providing those types of services to
children in the state. Children in families
with a combined income of 185% of poverty
level ($28,860 for a family of four) and not eli-
gible for Medicaid will receive a full subsidy
for enrollment in health plans, and children
who are in families with incomes up to 235%
of poverty level ($36,660 for a family of four)
will receive a partial subsidy reduced on a
sliding scale based on poverty level. States
will have the flexibility to design and imple-
ment their programs as they see fit.

Title 11: Health Care Insurance Coverage:
Tax Equity for the Self-Employed: Provides
self-employed individuals and their families
100 percent tax deductibility for the cost of
health insurance coverage beginning in 2007.
Under current law, beginning in 1997, self-
employed persons may deduct 40 percent of
cost; 45 percent in 1998 through 2002; 50 per-
cent in 2003; 60 percent in 2004; 70 percent in
2005; and 80 percent in 2006 and thereafter.
However, all other employers may deduct 100
percent of such costs. Title Il corrects this
inequity for the self-employed, 3.9 million of
which are currently uninsured.

Small Employer and Individual Purchasing
Groups: Establishes voluntary small em-
ployer and individual purchasing groups de-
signed to provide affordable, comprehensive
health coverage options for such employers,
their employees, and other uninsured and
underinsured individuals and families.
Health plans offering coverage through such
groups will: (1) provide a standard health
benefits package; (2) adjust community rated
premiums by age and family size in order to
spread risk and provide price equity to all;
and (3) meet certain other guidelines involv-
ing marketing practices.

Standard Benefits Package: The standard
package of benefits would include a vari-
ation of benefits permitted among actuari-
ally equivalent plans developed through the
National Association of Insurance Commis-
sioners (NAIC). The standard plan will con-
sist of the following services when medically
necessary or appropriate: (1) medical and
surgical services; (2) medical equipment; (3)
preventive services; and (4) emergency trans-
portation in frontier areas.

COBRA Portability Reform: For those per-
sons who are uninsured between jobs and for
insured persons who fear losing coverage
should they lose their jobs, Title Il reforms
the existing COBRA law by: (1) extending to
24 months the minimum time period in
which COBRA covers individuals through
their former employers’ plans; and (2) ex-
panding coverage options to include plans
with a lower premium and a $1,000 deduct-
ible—saving a typical family of four 20 per-
cent in monthly premiums—and plans with a
lower premium and a $3,000 deductible—sav-
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ing a family of four 52 percent in monthly
premiums.

Title 11l: Primary and Preventive Care
Services: Authorizes the Secretary of Health
and Human Services to provide grants to
States for projects (healthy start initiatives)
to reduce infant mortality and low weight
births and to improve the health and well-
being of mothers and their families, preg-
nant women and infants. Title Il also would
provide assistance through a grant program
to local education agencies and pre-school
programs to provide comprehensive health
education. In addition, Title Ill increases au-
thorization of several existing preventive
health programs such as, breast and cervical
cancer prevention, childhood immunizations,
and community health centers. In addition,
Title 1l reauthorizes the Adolescent Family
Life program (Title XX) for the first time
since 1984. It has been funded annually in
Labor, Health and Human Services and Edu-
cation appropriations, but without author-
ization or reform. This program provides
demonstration grants and contracts for ini-
tiatives focusing directly on issue of absti-
nence education.

Title 1V: Patient’s Right to Decline Medi-
cal Treatment: Improves the effectiveness
and portability of advance directives by
strengthening the federal law regarding pa-
tient self-determination and establishing
uniform federal forms with regard to self-de-
termination.

Title V: Primary and Preventive Care Pro-
viders: Utilizes non-physician providers such
as nurse practitioners, physician assistants,
and clinical nurse specialists by providing
direct reimbursement without regard to the
setting where services are provided through
the Medicare and Medicaid programs. Title V
also seeks to encourage students early on in
their medical training to pursue a career in
primary care and it provides assistance to
medical training programs to recruit such
students.

Title VI: Cost Containment: Cost contain-
ment provisions include: Outcomes Re-
search: Expands funding for outcomes re-
search necessary for the development of
medical practice guidelines and increasing
consumers’ access to information in order to
reduce the delivery of unnecessary and over-
priced care.

New Drug Clinical Trials Program: Author-
izes a program at the National Institutes of
Health to expand support for clinical trials
on promising new drugs and disease treat-
ments with priority given to the most costly
diseases impacting the greatest number of
people.

National Health Insurance Data and
Claims System: Authorizes the development
of a National Health Insurance Data System
to curtail the escalating costs associated
with paperwork and bureaucracy. The Sec-
retary of Health and Human Services is di-
rected to create a system to centralize
health insurance and health outcomes infor-
mation incorporating effective privacy pro-
tections. Standardizing such information
will reduce the time and expense involved in
processing paperwork, increase efficiency,
and reduce costs.

Health Care Cost Containment and Quality
Information Project: Authorizes the Sec-
retary of Health and Human Services to
award grants to States to establish a health
care cost and quality information system or
to improve an existing system. Currently 39
States have State mandates to establish an
information system, and of those 39, approxi-
mately 20 States have information systems
in operation. Information such as hospital
charge data and patient procedure outcomes
data, which the State agency or council col-
lects is used by businesses, labor, health
maintenance organizations, hospitals, re-
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searchers, consumers, States, etc. Such data
has enabled hospitals to become more com-
petitive, businesses to save health care dol-
lars, and consumers to make informed
choices regarding their care.

Title VII: Tax Incentives for Purchase of
Qualified Long-Term Care Insurance: In-
creases access to long-term care by: (1) es-
tablishing a tax credit for amounts paid to-
ward long-term care services of family mem-
bers; (2) excluding life insurance savings used
to pay for long-term care from income tax;
(3) allowing employees to select long-term
care insurance as part of a cafeteria plan and
allowing employers to deduct this expense;
(4) setting standards that require long-term
care to eliminate the current bias that fa-
vors institutional care over community and
home-based alternatives.

Title VIII: National Fund for Health Re-
search: Authorizes the establishment of a
National Fund for Health Research to sup-
plement biomedical research through the
National Institutes of Health. Funds will be
distributed to each of the member institutes
and centers in the same proportion as the
amount of appropriations they receive for
the fiscal year.

NET ANNUAL HEALTH CARE SYSTEM SAVINGS FROM THE
HEALTH CARE ASSURANCE ACT OF 1997

[In billions of dollars]

o Annual Annual
Bill title savings cost

|I—Increase health insurance coverage for children — ............... 4.8)
Il—Small businesses group purchasing 9.0
lll—Preventive care services 25
IV—Advanced directives ... 10
V—Increase use of non-physician providers . 55
VI—OQutcomes research ................... 33
—national electronic claims system 29
VIl—Long term care (2.8)

Net Annual Total SaVINgS ........ccccevivvevrrerernes 104.

[From the Pittsburgh Post Gazette, Oct. 12,
1996]

RAY ATTACKS NEW SPECTER BRAIN TUMOR
(By Steve Twedt)

U.S. Sen. Arlen Specter greeted well-wish-
ers in spirited fashion yesterday, hours after
undergoing a specialized radiation treatment
at the University of Pittsburgh Medical Cen-
ter to stop the regrowth of a benign brain
tumor.

And, after answering reporters’ questions
at a hastily scheduled press conference,
Specter, his wife, Joan, and son, Shanin, left
the hospital, declining his doctor’s sugges-
tion that he stay overnight.

“l1 feel fine,” he assured everyone. ‘“‘I've
had a tougher time when I've gone to the
dentist.””’

Specter, 66, revealed yesterday that, dur-
ing a routine magnetic resonance imaging
scan in June, doctors discovered that a
tumor surgically removed three years earlier
had reappeared at the left front part of his
brain. He said he never felt any symptoms.

The tumor was one-tenth the size of the
one found in 1993 and, because it grew slowly,
Specter waited until the end of the congres-
sional session to seek treatment.

He said he came to UPMC because of the
experience and reputation of Dr. L. Dade
Lunsford’s gamma knife program, the first of
its kind in North America when it began in
1987. The program has treated more than
2,000 patients during the past nine years.

The gamma knife is used to treat tumors
and malformed blood vessels in sensitive
areas of the brain. Without making a sur-
gical cut, the machine precisely shoots 201
beams of cobalt-60 photon radiation at the
tumor while the patient lies on a bed with a
special helmet covering his head. Only a
local anesthetic is used.
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Specter’s procedure took less than four
hours. When the Philadelphia Republican
met with reporters a few hours later, the
only evidence of his treatment was a faint
red mark on each side of his forehead from
the pins used to hold his head still.

Lunsford, who is chief of neurosurgery at
UPMC, said he saw no evidence that the
tumor in Specter’s brain, called a menin-
gioma, was malignant, nor any indication of
other tumors.

On the basis of his experience with other
patients, Lunsford said, there’s a 98 percent
chance the gamma knife will accomplish its
goal—halting the tumor’s growth. Nearly
half the time, the tumors will even shrink,
he said.

Patients undergoing $12,000 gamma knife
treatment usually do not experience nausea
or headaches, and typically leave the hos-
pital within 24 hours.

[From the East Penn Press, Nov. 4-10, 1996]
SOMETIMES PATIENTS SHOULD BE IMPATIENT

I can personally report on the miracles of
modern medicine.

Three years ago, an MRI detected a benign
tumor (meningioma) at the outer edge of my
brain. It was removed by conventional sur-
gery with five days of hospitalization and
five more weeks of recuperation.

When a small regrowth was detected by a
follow-up MRI this June, it was treated with
high powered radiation from the ‘“Gamma
Knife.” | entered the hospital in the morning
and left the same afternoon, ready to resume
my regular schedule. Like the MRI, the
Gamma Knife is a recent invention, coming
into widespread use in the past decade.

My own experience as a patient has given
me deeper insights into the American health
care system beyond the U.S. Senate hearings
where | preside as chairman of the Appro-
priations Subcommittee with jurisdiction
over health and human services. | have
learned: (1) our health care system, the best
in the world, is worth every cent we pay for
it; (2) patients sometimes have to press their
own cases beyond the doctors’ standard ad-
vice; (3) greater flexibility must be provided
on testing and treatment; and (4) our system
has the resources to treat the 40 million
Americans not now covered, but we must
find the way to pay for it.

Health care in America costs $1 trillion out
of our $7 trillion economy. The Senate and
House Subcommittees on Health have taken
the lead to raise funding for medical re-
search for the National Institutes of Health.

Notwithstanding budget cuts generally, we
added $820 million this year to bring the
total research budget to $12.7 billion.

For that investment, we have seen dra-
matic breakthroughs in gene therapy and ad-
vances in treatment for heart disease, can-
cer, AIDS, diabetes, Alzheimers, etc. Scan-
ning devices such as satellite imaging used
by the CIA are now applied to detect breast
cancer. Complex computerization assists
MRIs to define the scope of treatment.

It isn’t enough to have such machines. We
have to use them more extensively.

In the spring of 1993, 1 complained to many
doctors about a tightness in my collar and
light pains running up the sides of my head.
All tests proved negative. The symptoms
persisted.

I asked for an MRI scan. The doctor said it
wasn’t indicated. | insisted. | got it. The MRI
showed a benign tumor the size of a golf ball
between my brain and skull.

While MRIs are expensive, those costs can
be reduced by around-the-clock use of the
machine. The marginal cost of operating it
from midnight to 8 a.m. are small.

The inconvenience to the patient is worth
it. The extra cost to insurance companies
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would be more than made up by preventing
more serious illness and higher costs later.

While my June 1993 operation was per-
formed by one of the finest surgeons at one
of the best hospitals, I was among the ap-
proximately 15 percent where tiny calls at
the margin apparently caused a small re-
growth. The general recommendation was
surgery.

A minority of doctors suggested consider-
ation of a relatively new procedure known as
the Gamma Knife. Since there was no ur-
gency. | took some time to study the alter-
natives.

Most doctors, even some with extensive ex-
perience with the Gamma Knife, insisted on
conventional surgery. Why? (1) Because that
was the traditional approach; (2) because
there was more long-term follow-up data on
surgery even though successful Gamma
Knife procedures were on record for more
than 20 years; and (8) because the tumor was
in a good location for surgery.

Somehow the Gamma Knife, it was argued,
should be reserved for locations the sur-
geon’s knife could not reach. But my tumor
was also in a good spot for radiation.

My inquiries among doctors in the United
States and Sweden (where the Gamma Knife
was invented) disclosed almost universal
agreement that the Gamma Knife, if unsuc-
cessful, would not make the tumor more dif-
ficult to treat. Later surgery could always be
utilized. The non-invasive Gamma Knife
eliminated the risk of anesthesia and infec-
tion from surgery.

With a high success rate from the world-
wide experience of 40,000 Gamma Knife pro-
cedures and 5,000 meningioma like my own,
it was hard to understand why it was not
used more. | found Dr. Dade Lunsford at the
University of Pittsburgh Presbyterian Hos-
pital had to most experience in the United
States with the Gamma Knife.

Since 1987, his team had used the procedure
2,100 times. Only one of his 270 memingioma
patients had required later surgery. Dr.
Lunsford estimated the overall success rate
at 98 percent.

So | checked into the hospital at 6:15 one
morning, had a brace attached to my head
and took another MRI. All | required was
local anesthesia before pins were pressed to
my head to make the brace secure.

| then watched the computer calculate how
much radiation should be applied to the
tumor and its margins as shown on the MRI
scan.

At about 9:30 a.m., my head was inserted
into a 500 pound helmet with 201 holes which
directed cobalt beams from all directions to
focus on the meningioma. Each beam was
relatively minute, but the confluence was
high powered.

There were seven bombardments of radi-
ation for three minutes or less. In between,
my position was altered with one change of
the helmet.

At about 10:50 a.m., the radiation was com-
pleted and a head compress was applied for
two hours. After lunch and a brief conversa-
tion with Dr. Lunsford, we briefed the news
media. | left the hospital in mid-afternoon to
spend the night in a local hotel and then re-
sume my schedule the next day.

Now, five days later, | feel fine. | am back
on the squash court. I am back to my 14-hour
days traveling across Pennsylvania.

An MRI will be taken in six months. I have
some apprehension as to how it will all work
out, but so far, so good. | feel very lucky!

Nothing is more important than a person’s
health. We have done a great job in the Unit-
ed States in producing the greatest health
care system in the world. | am aware that it
is better for some, like myself, than for oth-
ers. | am convinced that America has the
doctors, nurses, hospitals, medical equip-
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ment, pharmaceuticals, etc. to provide for
all our people. My pending legislation pro-
vides a plan to do that with the current $1
trillion expenditure.

Informed, aggressive patients can do much
to help themselves.

By Mr. McCAIN (for himself, Mr.
FEINGOLD, Mr. THOMPSON, Mr.
WELLSTONE, Mr. GRAHAM, Mr.
KERREY, Mr. DobD, Mr. KERRY,
Mr. BINGAMAN, Mr. GLENN, Mrs.
MURRAY, Mr. KOHL, Mr. WYDEN,
Ms. MOSELEY-BRAUN, Mr. REID,

Mr. FORD, Mr. LEAHY, Mr.
CLELAND, Mr. JOHNSON, and Mr.
DURBIN):

S. 25. A bill to reform the financing
of Federal elections; to the Committee
on Rules and Administration.

THE BIPARTISAN CAMPAIGN FINANCE BILL OF

1997

Mr. MCcCAIN. Mr. President, | am
pleased to be joined by Senators
FEINGOLD, THOMPSON, and WELLSTONE
in introducing the Bipartisan Cam-
paign Finance Reform bill of 1997. This
measure is similar to last year’s bill
that we introduced on the same sub-
ject. | will not lay out all the details of
the bill at this time, but will submit
for the record a summary of our bill at
a later date.

Passage of campaign finance reform
is necessary if we are to curb the
public’s growing cynicism for politics
and Congress In particular. We can no
longer wait to address this issue.

I am under no illusions that this will
be an easy fight. No other issue is felt
more personally by Members of this
body. No other issue stirs the emotions
of Members of the Senate more. But we
were sent here to make tough decisions
and we must address this subject.

The public demands that we achieve
three goals: limit the role of money in
politics, make the playing field more
level between challengers and incum-
bents, and to pass a legislative initia-
tive that will become law.

To pass a bill will require principled
compromise and a great deal of work. |
want the members of my party to know
that | am willing to work with you to
address your concerns regarding this
legislation. | want to let my friends
know on the other side of the aisle that
the offer also stands for them. The co-
sponsors for this bill are willing to ne-
gotiate technical aspects of the bill.
The three principals | just outlined,
however, are not negotiable.

Twenty-five years after Watergate,
the electoral system is out of control.
Our elections are awash in money
which is flowing into the system at
record levels. Some public interest
groups estimate that when all is said
and done, that nearly $1 billion will
have been spent during this last elec-
tion cycle. Something must be done.

Do we have the perfect solution? No.
I do not know if a perfect solution even
exists. But our bill, the McCain-
Feingold-Thompson bill is a good first
step toward reform. | hope that soon
we will be on the floor debating this
measure. | look forward to working
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with all my colleagues as we move for-
ward. It is only in a bipartisan manner,
putting parochial interests aside, that
we will be able to do the people’s busi-
ness—that we will pass meaningful
campaign finance reform.

Mr. FEINGOLD. I rise today to join
with my colleague from Arizona [Mr.
MCcCAIN] in introducing the Bipartisan
Campaign Reform Act.

I want to acknowledge the Demo-
cratic and Republican Senators who
have agreed to join myself and the Sen-
ator from Arizona [Mr. MCcCAIN] as
original co-sponsors in introducing this
historic legislation. Those co-sponsors
include the Senator from Tennessee
[Mr. THOMPSON], the Senator from Min-
nesota [Mr. WELLSTONE], the Senator
from Florida [Mr. GRAHAM], the Sen-
ator from Connecticut [Mr. DobpD], the
Senator from Nebraska [Mr. KERREY],
the Senator from Massachusetts [Mr.
KERRY], the Senator from New Mexico
[Mr. BINGAMAN], the Senator from
Washington [Mrs. MURRAY], the Sen-
ator from Wisconsin [Mr. KoHL], the
Senator from Oregon [Mr. WYDEN], the
Senator from |Illinois [Ms. MOSELEY-
BRAUN], the Senator from Kentucky
[Mr. FOrD], the Senator from Vermont
[Mr. LEAHY], the Senator from Nevada
[Mr. REID], the Senator from Georgia
[Mr. CLELAND], the Senator from South
Dakota [Mr. JoHNSON] and the Senator
from Illinois [Mr. DURBIN].

I think it is clear Mr. President, that
the few remaining pillars holding up
our crumbling election system finally
collapsed. According to the latest fig-
ures provided by the Federal Election
Commission, congressional candidates
spent a total of $742 million in the 1996
elections, a noticeable increase over
the 1994 levels despite the absence of a
single Senate contest in any of the
largest States including California,
New York, Florida, Pennsylvania, or
Ohio. And that $742 million figure does
not even include the record amounts of
so-called ‘‘soft money’ contributions
raised and spent by the national politi-
cal parties in the last election cycle.

Every campaign year we are hit with
these astonishing spending figures and
every year we acknowledge that a new
record has been set. And just when the
spending and abuses seem like they
cannot get any worse, they do. Last
November, our campaign finance sys-
tem lurched out of control, filling the
headlines and airwaves with charges
and countercharges about which can-
didates and parties were abusing our
laws and loopholes the worst. Another
cadre of millionaires spent vast sums
of personal wealth on their campaigns,
94 percent of House and Senate chal-
lengers lost their election bids, and the
smallest percentage of Americans went
to the ballot box in 72 years.

Coupled with the continued need to
reduce the Federal budget deficit,
there may be no more fundamentally
important issue than the need to pass
meaningful reform of our campaign fi-
nance system.

The bill we are introducing today has
several components, but is centered
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primarily on what | believe are the two
cornerstones of reform. The first cor-
nerstone is the creation of a voluntary
system that offers qualified candidates
an opportunity to participate in the
electoral process without being com-
pelled to raise and spend outrageous
sums of money.

This voluntary system merely says
to candidates that if you agree to fol-
low a set of ground rules, we will pro-
vide you with the tools that will not
only reduce the high costs associated
with campaigning, but at the same
time enhance your ability to suffi-
ciently convey your message to the
voters of your State.

What are those ground rules and ben-
efits, Mr. President.

First, candidates who elect to volun-
tarily participate in the system must
agree to limit the overall amount of
money they spend on their campaigns.
This spending cap is based on the vot-
ing-age population in each State. For
example, in my State of Wisconsin the
primary spending limit would be about
$1 million while the general election
cap would be about $1.5 million. In a
larger State such as New York, the pri-
mary limit would be about $2.7 million
while the general election limit would
be about $4 million.

The second rule candidates must fol-
low is to limit how much of their per-
sonal wealth they contribute to their
campaigns. Again, this would be based
on the size of each State. In Wisconsin,
it would be about $150,000 and in no
State would it be higher than $250,000.

Finally, candidates must agree to
raise 60 percent of their contributions
from individuals within their home
States. This rule is grounded in our be-
lief that anyone wishing to receive the
benefits of the bill should be able to
demonstrate a strong base of support
from the people they intend to rep-
resent. Moreover, candidates and of-
ficeholders will be compelled to focus
their campaign and fundraising activi-
ties on the people who matter most
—the voters back home.

If candidates elect to participate in
the system and follow these simple
ground rules, they are entitled to cer-
tain benefits.

The first benefit is a postage dis-
count. Eligible candidates would be
given a special postage rate, currently
only available to non-profit organiza-
tions and political parties, for a num-
ber of mailings equal to two times the
voting-age population of the can-
didate’s State.

Second, the bill provides each eligi-
ble candidate with up to 30 minutes of
free television advertising time from
the broadcast stations in the can-
didate’s State and any adjoining
States.

Third, and most importantly, the bill
offers eligible candidates a 50-percent
discount off of the lowest unit rate for
their television advertising 60 days be-
fore their general election and 30 days
before the primary. Current law merely
provides Federal candidates with the
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lowest unit rate—our bill would cut the
costs of television advertising for eligi-
ble candidates almost in half.

That, Mr. President, is the first foun-
dation of meaningful reform, creating
a voluntary system—purely vol-
untary—that provides candidates who
agree to limit their campaign spending
with the means to convey their ideas
and message to the voters and also sig-
nificantly reduce their campaign costs,
therefore reducing the need to raise
millions and millions of dollars.

The second foundation of reform is to
ban so-called ‘‘soft money,” those con-
tributions to the national parties from
corporations, labor unions and wealthy
individuals that are unlimited and un-
regulated by federal election law and

yet are funneled into federal cam-
paigns around the country.
It was soft money, Mr. President,

that garnered so much outrage in the
last election. To illustrate how expan-
sive of a loophole soft money has be-
come, consider how much of this un-
regulated money the national parties
have raised over the last two election
cycles in which we had a presidential
election. In 1992, the Republican Na-
tional Committee raised $50 million in
soft money while the Democratic Na-
tional Committee raised $36 million. In
1996, the RNC raised $141 million while
the DNC raised $122 million. Overall,
soft money contributions to the two
parties went from $86 million in 1992 to
$263 million in 1996. That is a stagger-
ing increase.

In the wake of the countless media
reports documenting this abuse, Amer-
icans were left wondering why an indi-
vidual who is limited to contributing
$1,000 to a federal candidate by federal
election law is somehow able to con-
tribute $100,000 or $1 million to the
Democratic or Republican National
Committees. They want to understand
why labor unions and corporations,
which are prohibited by law from using
their treasury funds to make contribu-
tions or expenditures to advocate for or
against a federal candidate, are able to
funnel millions and millions of their
treasury dollars directly into the two
national parties and indirectly into
various House and Senate elections.
Clearly, a ban on soft money contribu-
tions to the political parties must be a
part of a serious reform proposal.

The Supreme Court has spoken clear-
Iy on the constitutionality of limiting
campaign contributions from individ-
uals and organizations. They have
upheld the statutes barring corporate
and labor union direct contributions.
They have upheld the statute limiting
individuals to contributing $1,000 to
federal candidates per election and
$20,000 to national parties per year.
And yet the soft money loophole has
allowed interested parties to blow
these limits away, leaving the average
citizen who wishes to contribute $25 to
their local congressman wondering just
how much of a voice they have in the
electoral process.

The McCain-Feingold proposal sim-
ply bans all soft money contributions



S386

to the national parties. Individuals can
still contribute to the national parties,
but they will have to abide by the cur-
rent law $20,000 ‘““hard money’ limit.
Corporations and labor unions will also
be able to contribute to the national
parties, but they too will have to fol-
low the ‘“‘“hard money’” limits. That
means they will have to contribute
through their separate segregate funds,
also known as PAC’s, rather than using
their general treasury funds, and their
contributions to the national parties
will be limited to $15,000 per party com-
mittee per year.

We heard considerable debate in the
last election about foreign money—
both coming from foreign nationals
oversees, which is clearly illegal, and
from noncitizens residing in the United
States, which is not. This is a problem
and we have a new provision in our leg-
islation to address this abuse. But |
have always said that the problem is
whether anyone should be permitted to
contribute $400,000 in our election sys-
tem, whether it is from Jakarta or
Janesville, WI. And the soft money ban
in our legislation will prohibit any fu-
ture such contributions, regardless of
their source.

The legislation includes a new pro-
posal that bars anyone who is not eligi-
ble to vote in a federal election from
contributing to a federal candidate.
This will affect noncitizens, minors
under 18 years of age and certain con-
victed felons. Simply put, if our laws
and Constitution do not allow an indi-
vidual to participate in the political
process with their ballot, there is no
reason the same individual should be
permitted to participate with their
checkbook.

The McCain-Feingold bill includes a
number of other important provisions
as well. For example, we propose a new
definition of what constitutes ‘‘express
advocacy’ in a federal election. “Ex-
press advocacy” is the standard used to
determine to what extent election ac-
tivities may be limited and regulated.
If a particular activity, such as an
independent expenditure, is deemed to
expressly advocate the election or de-
feat of a particular federal candidate,
then that activity must be paid for
with fully disclosed and limited ‘““hard
money’’ dollars. Labor unions, corpora-
tions and other political organizations
would have to fund such activities
through a PAC, comprised of vol-
untary, limited and disclosed contribu-
tions.

If on the other hand, an expenditure
is used for an activity that does not ex-
pressly advocate the election or defeat
of a particular candidate, such as a tel-
evision ad that attempts to raise im-
portant issues without advocating a
candidate, then that expenditure may
be funded with ‘“‘soft money’’ dollars—
undisclosed and unlimited monies, such
as corporation’s profits or a labor
union’s member dues.

Unquestionably, the largest abuse in
recent elections is the use of non-party
soft money to fund huge electioneering
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activities under the guise that there is
an absence of express advocacy. Cur-
rent FEC regulations defining express
advocacy are so weak that these orga-
nizations are able to channel unlimited
resources into activities that are thin-
ly veiled as ‘‘voter education’” or
“‘issue ads’’ when in truth they seek to
directly advocate the election or defeat
of a candidate.

These activities, outside the scope of
federal election law, have come to
dominate many House and Senate cam-
paigns. And while political parties and
outside organizations have poured un-
limited resources into these ‘issue
ads,” candidates have found their role
in their own elections shockingly di-
minished.

If we are to have any control of our
election process, we must have a clear
standard in the law that defines what
sort of activities are an attempt to in-
fluence the outcome of a federal elec-
tion.

The McCain-Feingold proposal in-
cludes a new definition of what con-
stitutes ‘“‘express advocacy.”” Under
this proposal, the definition of *‘express
advocacy” will include any general
public communication that advocates
the election or defeat of a clearly iden-
tified candidate for federal office by
using such expressions as ‘‘vote for”,
“‘support” or ‘‘defeat’”. Further, any
disbursement aggregating $10,000 or
more for a communication that Iis
made within 30 days of a primary elec-
tion or 60 days of a general election
shall be considered express advocacy if
the communication refers to a clearly
identified candidate and a reasonable
person would understand it as advocat-
ing the election or defeat of that can-
didate.

If such a communication is made out-
side of the 30 day period before the pri-
mary election or the 60 day period be-
fore the general election, it shall be
considered express advocacy if the
communication is made with the pur-
pose of advocating the election or de-
feat of a candidate as shown by one or
more factors including a statement or
action by the person making the com-
munication, the targeting or place-
ment of the communication, or the use
by the person making the communica-
tion of polling or other similar data re-
lating to the candidate’s campaign or
election.

This will ensure that a much larger
proportion of the expenditures made by
political parties and independent orga-
nizations with the intent to influence
the outcome of a federal election will
be covered by federal law and subject
to the appropriate restrictions and dis-
closure requirements.

The McCain-Feingold proposal will
also protect candidates who are tar-
geted by independent expenditures.
First, the legislation requires groups
who fund independent expenditures to
immediately disclose those expendi-
tures. The FEC would then be required
to transmit a copy of that report to
any candidate who has agreed to limit
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their spending and has been targeted
by such an expenditure. This will give
candidates advance notice that they
have been targeted. The legislation
also allows candidates to respond to
such expenditures without these “‘re-
sponse expenditures’ counting against
their overall spending limit. This will
ensure that targeted candidates are not
bound by the spending caps and unable
to respond. And finally, the bill
tightens statutory language to ensure
that independent expenditures made by
political parties are truly independent
and not coordinated with campaigns in
any way.

The legislation also includes a ban on
Political Action Committee [PAC] con-
tributions to federal candidates. In
case such a ban is held to be unconsti-
tutional by the Supreme Court, the
legislation includes a ‘“‘back-up’’ provi-
sion that lowers the PAC contribution
limit from $5,000 to $1,000 and limits
Senate candidates to accepting no
more than 20% of the applicable overall
spending limit in aggregate PAC con-
tributions.

The bipartisan bill is further helpful
to challengers in that it prohibits Sen-
ators from sending out taxpayer-fi-
nanced, unsolicited franked mass
mailings in the calendar year of an
election. Often, these mass mailings
are thinly disguised ‘‘newsletters” that
help to bolster an incumbent’s name
recognition and inform constituents of
their accomplishments. Such unsolic-
ited activity by officeholders can be
unfair in an election year.

The final major piece of this reform
effort is our enhanced enforcement pro-
visions. There is legitimate criticism
that our federal election laws are not
adequately enforced, and much of this
problem can be directly attributed to
Congress’ unwillingness to provide ade-
quate funding to what is supposed to be
the government’s watchdog agency, the
Federal Election Commission. Regard-
less, there are reforms we can pass that
will allow the FEC to better enforce
the current laws we have on the books
as well as the new laws enacted as part
of this legislation.

First and foremost is a provision that
will require all federal campaigns to
file their disclosure reports with the
FEC electronically. Currently, this is
optional and the result is a disclosure
system that is marginally reliable. We
need a disclosure system that is readily
accessible to the public and will allow
the American people to know where
from and to whom the money is flow-
ing. The bill also requires candidates to
disclose the name and address of every
contributor who gives more than $50 to
a candidate. Currently, that threshold
is only for contributions over $200 and
the result is millions of dollars of un-
disclosed contributor information.

Second, we allow the FEC to conduct
random audits of campaigns. This will
provide a mechanism to make sure
candidates are complying with all of
the limitations and restrictions in fed-
eral election law.
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The bill toughens penalties for
““knowing and willful’’ violations of the
law. If such a standard is met, the FEC
is permitted to triple the amount of
the civil penalty. We must send a mes-
sage to candidates and campaigns that
deliberate attempts to evade the law
will be met with serious penalties.

Mr. President, the support the
McCain-Feingold proposal garnered
last year was bipartisan and broad
based. It was strongly supported by
President Clinton, who first endorsed
the McCain-Feingold proposal in his
State of the Union Address almost one
year ago and has recently reaffirmed
his strong commitment to the legisla-
tion this year. It was endorsed by Ross
Perot, Common Cause, Public Citizen,
United We Stand America, the Amer-
ican Association of Retired Persons
and some 30 other grassroots organiza-
tions. It received editorial support
from over 60 newspapers nationwide.

This legislation is also bicameral.
Republican Representative CHRIS
SHAYS, Democratic Representative

MARTY MEEHAN and a number of others
will soon be introducing a House ver-
sion of the McCain-Feingold proposal
in the 105th Congress.

Recently, the Wall Street Journal
conducted a poll on this issue. They
found that 92 percent of the American
people believe we spend too much
money on political campaigns. This is
consistent with numerous other polls
that have found similar results. Cou-
pled with the troubling fact that the
smallest percentage of Americans went
to the ballot box in 72 years, it is clear
that the American people want mean-
ingful reform of our electoral process.
It is also clear that they want less po-
larization in the Congress, and for
Democrats and Republicans to work to-
gether and find effective solutions to
our common problems.

For years, campaign finance reform
has stalled because of the inability of
the two parties to join together and
craft a reform proposal that was fair to
both sides. We believed we have bridged
those differences, and produced a pro-
posal that calls for mutual disar-
mament and will lead to fair and com-
petitive elections.

It is my hope that the distinguished
majority leader will recognize how im-
portant this issue is to the American
people and our democratic system and
will allow this legislation to be consid-
ered in the coming weeks. | want to
thank my friend from Arizona [Mr.
McCAIN] for his dedication to this
issue.

Mr. THOMPSON. Mr. President | join
my colleagues in reintroducing our
campaign finance reform legislation
with mixed emotions. On the one hand,
I am more optimistic about the
chances of our being able to enact re-
forms than | was when we introduced
our bill over a year ago. On the other
hand, | regret that it has taken an-
other round of public disappointment
and anger over the role of money in
federal elections to bring us to this
point.
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The factors which led us to introduce
this legislation in the last Congress
have become even more prominent.
Too much money is needed, too much
time must be spent raising it, too
much is asked of a limited number of
special interests, and too much is going
on outside of the regulatory system we
established—some within the bounds of
the law, some allegedly not.

Most importantly, in my view, the
public 1is increasingly concerned by
what they see happening here. If they
have no faith in the system which put
us here, if they are turned off by what
we do to get elected, how are they
going to trust us to carry out our work
in their best interests?

Next, money raising consumes an in-
ordinate amount of office-holders’ and
candidates’ time and effort. Candidates
should be reaching out to as broad a
spectrum of people and interests as
possible, and not feel they must con-
centrate on those who can afford to
make a donation.

Last, it is difficult for a challenger to
raise sufficient funds to get his or her
message out. Congress needs to move
away from professionalism and more
toward a citizen legislature. The proc-
ess should be more open, instead of
more closed. Because of the role money
plays, unless a candidate has access to
large sums of money, he or she is pret-
ty much cut out of the process.

I believe the revised legislation | am
joining my colleagues Senators McCAIN
and FEINGOLD in introducing provides
some solutions to these problems. It
doesn’t provide all the solutions, or
perfect solutions, but it is a good faith
effort and, in my view, a good place to
start.

This legislation reduces the appear-
ance and reality of special interests
buying and selling political favors by
prohibiting federal PACs, restricting
contribution “bundling’, prohibiting
so-called ‘“‘soft money’’, and putting a
cap on out-of-state fundraising. | do
not believe PACs are inherently evil.
There are other ways special interests
can enhance their financial influence
in a campaign. Contributions are bun-
dled, or the word just goes out that a
particular interest—be it business, or
social, or labor—is concentrating dona-
tions on a particular race. PACs are a
more formal association of people with
common interests. Our test in legislat-
ing reforms should be whether the pub-
lic feels they continue to serve an ac-
ceptable purpose.

Furthermore, in this revised bill we
have tightened up on the definitions of
independent and coordinated expendi-
tures, as well as those for express advo-
cacy. Today we have a system under
which, in many cases, the majority of
the expenditures in an election are out-
side the system and the candidate’s
control. In 1992, “‘soft money’’ expendi-
tures by the Republican and Demo-
cratic parties totaled $86 million. In
1996, they totaled $263 million. It is lit-
tle wonder that we are looking at
where some of it came from.
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I look forward to working with our
colleagues on both sides of the aisle, in
the House of Representatives, and with
the President to fashion and pass
meaningful reform. | believe a success-
ful effort will renew the public’s faith
in our system and in us, and thus in
our ability to do what they sent us
here to do.

Mr. WELLSTONE. Mr. President. |
am extremely pleased to be an original
cosponsor of the McCain-Feingold-
Thompson-Wellstone campaign finance
reform bill. I hope the Senate will
bring it to the floor very early in this
Congress—preferably during the first
three months of this year. Campaign fi-
nance reform is clearly one of the most
crucial issues we face, and the public is
more than ready for fundamental re-
form.

I have been working hard with my
colleagues on this bipartisan bill,
which we hope becomes the vehicle for
genuine reform this year. | hope that
public dissatisfaction with campaign
politics-as-usual, especially as exempli-
fied by the abuses of the campaign sea-
son just past, will push this Congress
to act decisively. We should choose the
best aspects of the various bills that
will be introduced this year and fix the
problems which have made themselves
so apparent. We know there will oppo-
sition to any significant changes in the
way we organize and finance campaigns
for federal office, but if there is suffi-
cient pressure from around the coun-
try, we can pass real reform.

So let us bring this bill to the floor
and amend it. No reform bill is perfect.
Let Republicans and Democrats offer
their changes. As the only viable, bi-
partisan campaign finance reform bill,
this proposal represents our best hope
for taking a significant step toward
genuine reform.

In some ways this bill does not go as
far as | believe will be necessary in
order to repair our damaged campaign
finance system. But it would ban ‘‘soft
money’’ contributions to parties. It
would impose voluntary spending lim-
its and require greater disclosure of
independent expenditures. It would re-
strict PAC contributions and ‘‘bun-
dling,”” and it would place more restric-
tions on foreign contributions. It is a
good bill. Its enactment would be an
excellent start toward restoring integ-
rity to our political process.

We must enact comprehensive re-
form. But | am especially committed
this year to addressing the striking
abuses in the areas of ‘“‘soft money”’
and issue-advocacy ads. A system
which invites circumvention mocks it-
self.

Mr. President, | intend to speak at
greater length in the coming days on
the subject of campaign finance re-
form. Today, | enthusiastically endorse
this bipartisan effort to move real re-
form and to begin to restore Ameri-
cans’ belief in our democratic institu-
tions.

By Mr. DASCHLE (for himself,
Mr. JOHNSON, Mr. DORGAN, Mr.
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CONRAD, Mr. KERREY, and Mr.
BINGAMAN):

S. 26. A bill to provide a safety net
for farmers and consumers and to pro-
mote the development of farmer-owned
value added processing facilities, and
for other purposes; to the Committee
on Agriculture, Nutrition, and For-
estry.

AGRICULTURAL SAFETY NET ACT OF 1997

Mr. DASCHLE. Mr. President, | ask unani-
mous consent that the text of the bill be
printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 26

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ““Agricultural
Safety Net Act of 1997"".

SEC. 2. MARKETING ASSISTANCE LOANS.

(@) IN GENERAL.—Section 132 of the Agri-
cultural Market Transition Act (7 U.S.C.
7232) is amended—

(1) in subsection (a)(1)—

(A) by striking ““be—"" and all that follows
through ““(A) not” and inserting ‘‘be not”’;
and

(B) by striking “‘; but”” and all that follows
through “‘per bushel’’;

(2) in subsection (b)(1)—

(A) by striking ‘““be—’" and all that follows
through ““(A) not” and inserting ‘“‘be not’;
and

(B) by striking “‘; but”” and all that follows
through “‘per bushel’’;

(3) in subsection (c)(2), by striking
more than $0.5192 per pound™’;

(4) in subsection (d)—

(A) by striking ““be—"" and all that follows
through ““(1) not” and inserting ‘‘be not”;
and

(B) by striking ‘“; but’” and all that follows
through “*per pound’’; and

(5) in subsection (f)—

(A) in paragraph (1)(B), by striking ‘“‘or
more than $5.26”’; and

(B) in paragraph (2)(B), by striking ‘“‘or
more than $0.093"".

(b) TERM OF LOAN.—Section 133 of the Agri-
cultural Market Transition Act (7 U.S.C.
7233) is amended by striking subsection (c)
and inserting the following:

““(c) EXTENSIONS.—The Secretary may ex-
tend the term of a marketing assistance loan
for any loan commodity for a period not to
exceed 6 months.”.

SEC. 3. EXPANSION OF CROP REVENUE
ANCE.

Section 508 of the Federal Crop Insurance
Act (7 U.S.C. 1508) is amended—

(1) in subsection (b)—

(A) by striking paragraph (9); and

(B) by redesignating paragraph (10) as
paragraph (9); and

(2) by adding at the end the following:

‘“(0) CROP REVENUE INSURANCE.—

““(1) IN GENERAL.—The Secretary shall offer
a producer of wheat, feed grains, soybeans,
or such other commodity as the Secretary
considers appropriate insurance against loss
of revenue from prevented or reduced pro-
duction of the commodity, as determined by
the Secretary.

““(2) ADMINISTRATION.—Revenue
under this subsection shall—

“(A) be offered by the Corporation or
through a re-insurance arrangement with a
private insurance company;

““(B) offer at least a minimum level of cov-
erage that is an alternative to catastrophic
crop insurance; and

“or

INSUR-
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““(C) be actuarially sound’.

SEC. 4. PRIORITY FOR FARMER-OWNED VALUE-
ADDED PROCESSING FACILITIES.

Section 310B of the Consolidated Farm and
Rural Development Act (7 U.S.C. 1932) is
amended by adding at the end the following:

“(h) PRIORITY FOR FARMER-OWNED VALUE-
ADDED PROCESSING FACILITIES.—In approving
applications for loans and grants authorized
under this section, section 306(a)(11), and
other applicable provisions of this title (as
determined by the Secretary), the Secretary
shall give a high priority to applications for
projects that encourage farmer-owned value-
added processing facilities.”.

By Mr. THURMOND:

S. 27. A bill to amend title 1 of the
United States Code to clarify the effect
and application of legislation; to the
Committee on the Judiciary.

AN ACT TO CLARIFY THE APPLICATION AND

EFFECT OF LEGISLATION

Mr. THURMOND. Mr. President, |
rise today to introduce an act to clar-
ify the application and effect of legisla-
tion which the Congress enacts. My act
provides that unless future legislation
expressly states otherwise, new enact-
ments would be applied prospectively,
would not create private rights of ac-
tion, and would be presumed not to
preempt existing State law. This will
significantly reduce unnecessary liti-
gation and court costs, and will benefit
both the public and our judicial sys-
tem.

The purpose of this legislation is
quite simple. Many congressional en-
actments do not indicate whether the
legislation is to be applied retro-
actively, whether it creates private
rights of action, or whether it pre-
empts existing State law. The failure
or inability of the Congress to address
these issues in each piece of legislation
results in unnecessary confusion and
litigation. Additionally, this contrib-
utes to the high cost of litigation and
the congestion of our courts.

In the absence of action by the Con-
gress on these critical threshold ques-
tions of retroactivity, private rights of
action and preemption, the outcome is
left up to the courts. The courts are
frequently required to resolve these
matters without any guidance from the
legislation itself. Although these issues
are generally raised early in a lawsuit,
a decision that the lawsuit can proceed
generally cannot be appealed until the
end of the case. If the appellate court
eventually rules that one of these is-
sues should have prevented the trial,
the litigants have been put to substan-
tial burden and unnecessary expense
which could have been avoided.

Trial courts around the country
often reach conflicting and inconsist-
ent results on these issues, as do appel-
late courts when the issues are ap-
pealed. As a result, many of these cases
eventually make their way to the Su-
preme Court. This problem was dra-
matically illustrated after the passage
of the Civil Rights Act of 1991. District
courts and courts of appeal all over
this Nation were required to resolve
whether the 1991 act should be applied
retroactively, and the issue ultimately
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was considered by the U.S. Supreme
Court. However, by the time the Su-
preme Court resolved the issue in 1994,
well over 100 lower courts had ruled on
this question, and their decisions were
split. Countless litigants across the
country expended substantial resources
debating this threshold procedural
issue.

In the same way, the issues of wheth-
er new legislation creates a private
right of action or preempts State law
are frequently presented in courts
around the country, yielding expensive
litigation and conflicting results.

The bill 1 am introducing today
eliminates this problem by providing
the rule of construction that, unless fu-
ture legislation specifies otherwise,
newly enacted laws are not to be ap-
plied retroactively, do not create a pri-
vate right of action, and are presumed
not to preempt State law. Of course,
my bill does not in any way restrict
the Congress on these important is-
sues. The Congress may override this
ordinary rule by simply stating when it
wishes legislation to be retroactive,
create new private rights of action or
preempt existing State law.

This act will eliminate uncertainty
and provide rules which are applicable
when the Congress fails to specify its
position on these important issues in
legislation it passes. One U.S. District
Judge in my State informs me that he
spends 10 to 15 percent of his time on
these issues. It is clear that this legis-
lation would save litigants and our ju-
dicial system millions and millions of
dollars by avoiding much uncertainty
and litigation which currently exists
over these issues.

Mr. President, if we are truly con-
cerned about relieving the backlog of
cases in our courts and reducing the
costs of litigation, we should help our
judicial system to focus its limited re-
sources, time and effort on resolving
the merits of disputes, rather than de-
ciding these preliminary matters.

By Mr. LUGAR:

S. 29. A bill to repeal the Federal es-
tate and gift taxes and the tax on gen-
eration-skipping transfers; to the Com-
mittee on Finance.

S. 30 A bill to increase the unified es-
tate and gift tax credit to exempt
small businesses and farmers from in-
heritance taxes; to the Committee on
Finance.

S. 31. A bill to phase out and repeal
the Federal estate and gift taxes and
the tax on generation-skipping trans-
fers; to the Committee on Finance.

ESTATE TAX LEGISLATION

Mr. LUGAR. Mr. President, I am
pleased to introduce three bills aimed
at eliminating the burden that estate
and gift taxes place on our economy.
My first bill would repeal the estate
and gift taxes outright. My second bill
would phase out the estate tax over 5
years by gradually raising the unified
credit each year until the tax is re-
pealed after the fifth year. My third
bill would immediately raise the effec-
tive unified credit from $600,000 to $5
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million in an effort to address the dis-
proportionate burden that the estate
tax places on farmers and small busi-
nesses.

| believe the best option is a simple
repeal of the estate tax. | am hopeful
that during this Congress, as Members
become more aware of the effects of
this tax, we can eliminate it from the
Tax Code. However, even if the estate
tax is not repealed, the unified credit
must be raised. The credit has not been
increased since 1987 when it was estab-
lished at the $600,000 level. Since then,
inflation has caused a growing percent-
age of estates to be subjected to the es-
tate tax. My second bill is intended to
highlight this point and provide a grad-
ual path to repeal.

Finally, my third bill focuses on re-
lieving the estate tax burden that falls
disproportionately on farmers and
small business owners. By raising the
exemption amount from $600,000 to $5
million, 96 percent of estates with farm
assets and 90 percent of estates with
noncorporate business assets would not
have to pay estate taxes, according to
the IRS.

The estate tax began as a temporary
tax in 1916, limited to 10 percent of
one’s inheritance. The tax intended to
prevent the accumulation of wealth in
the hands of a few families. Today,
however, the effect is often the oppo-
site. The estate tax forces many fam-
ily-owned farms and small businesses
to sell to larger corporations, further
concentrating the wealth.

The estate tax has mushroomed into
an exorbitant tax on death that dis-
courages savings, economic growth and
job formation by blocking the accumu-
lation of entrepreneurial capital and by
breaking up family businesses and
farms. With the highest marginal rate
at 55 percent, more than half of an es-
tate can go directly to the government.
By the time the inheritance tax is lev-
ied on families, their assets have al-
ready been taxed at least once. This
form of double taxation violates per-
ceptions of fairness in our tax system.

In addition to tax liabilities, families
often must pay lawyers, accountants
and planners to untangle one of the
most complicated areas of our tax
code. In 1996, a Gallup poll estimated
that a small family-owned business
spent an average of $33,138 for lawyers
and accountants to settle estates with
the IRS. Larger family-owned busi-
nesses averaged $70,000. Families aver-
aged 167 hours complying with the Byz-
antine rules of the estate tax, and the
IRS estimates that they must audit
nearly 40 percent of estate tax re-
turns—a much higher rate than the 1.7
percent audit rate on incomes taxes.

Let us consider the consequences of
the estate tax on the American econ-
omy. The estate tax is counter-
productive because it falls so heavily
on our most dynamic job creators—
small businesses. About two out of
every three new jobs in this country
are created by small business. From
1989 to 1991, a period of unusually slow
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economic growth, virtually all new net
jobs were created by firms with fewer
than twenty employees.

Recent economic studies and surveys
of small business owners support the
thesis that the estate tax discourages
economic growth. A 1994 study by the
Tax Foundation concluded that the es-
tate tax may have roughly the same ef-
fect on entrepreneurial incentives as
would a doubling of income tax rates.
A 1996 report prepared by Price
Waterhouse found that even more fam-
ily business owners were concerned
about estate taxes than about capital
gains taxes. A Gallup poll found that
one-third of family-owned businesses
expect to sell their family’s firm to pay
estate tax liability. Sixty-eight per-
cent said the estate tax makes them
less likely to make investments in
their business, and 60 percent said that
without an estate tax, they would have
expanded their workforce.

If we are sincere about boosting eco-
nomic growth, we must consider what
effect the estate tax has on a business
owner deciding whether to invest in
new capital goods or hire a new em-
ployee. We must consider its affect on
a farmer deciding whether to buy new
land, additional livestock or a new
tractor. If you know that when you die
your children will probably have to sell
the business you build up over your
lifetime, does that make you more
likely to take the risk of starting a
new business or enlarging your present
business? It is apparent that the estate
tax does discourage business and farm
investments.

One might expect that for all the eco-
nomic disincentives caused by the es-
tate tax, it must at least provide a siz-
able contribution to the U.S. Treasury.
But in reality, the estate tax only ac-
counts for about 1 percent of federal
taxes. It cannot be justified as an indis-
pensable revenue raiser. Given the blow
delivered to job formation and eco-
nomic growth, the estate tax may even
cost the Treasury money. Our nation’s
ability to create new jobs, new oppor-
tunities and wealth is damaged as a re-
sult of our insistence on collecting a
tax that earns less than 1 percent of
our revenue.

But this tax affects more than just
the national economy. It affects how
we as a nation think about community,
family and work. Small businesses and
farms represent much more than as-
sets. They represent years of toil and
entrepreneurial risk taking. They also
represent the hopes that families have
for their children. Part of the Amer-
ican Dream has always been to build up
a business, farm or ranch so that eco-
nomic opportunities and a way of life
can be passed on to one’s children and
grandchildren.

I have some personal experience in
this area. My father died when | was in
my early thirties, leaving his 604-acre
farm in Marion County, Indiana, to his
family. | managed the farm, which
built up considerable debts during my
father’s illness at the end of his life.
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Fortunately, after a number of years,
we were successful in working out the
financial problems and repaying the
money. We were lucky. That farm is
profitable and still in the family. But
many of today’s farmers and small
business owners are not so fortunate.
Only about 30 percent of businesses are
transferred from parent to child, and
only about 12 percent of businesses
make it to a grandchild.

The strongest negative effects of the
estate tax are felt by the American
family farmer. Currently, proprietor-
ships and partnerships make up about
95 percent of farms and ranches. In the
vast majority of cases, family farms do
not produce luxurious lifestyles for
their owners. Farmers have large as-
sets but relatively little income. The
income of a family-run farm depends
on modest returns from sizable
amounts of invested capital. Much of
what the farmer makes after taxes in
reinvested into the farm, bolstering the
estate-tax-derived ‘‘paper value’” even
more.

As happens so often, family farms
cannot maintain the cash assets nec-
essary to pay estate taxes upon the
death of the owner. Frequently, selling
part of a farm is not an option, either
because there is no suitable buyer or
because reducing acreage would make
the operation inviable. In these cases, a
fire-sale of the family farm or business
is required to pay the estate tax. Dev-
astating to any business, such a forced
sale hits farm families particularly
hard because they frequently must sell
at a price far below the invested value.
Entire lifetimes of work are liquidated,
and the skills of family members expe-
rienced in agriculture are lost to the
American economy.

Mr. President, | introduce today a set
of bills to repeal the estate tax in an
effort to expand investment incentives
and job creation and to reinvigorate an
important part of the American
Dream. | am hopeful that Senators will
join me in the effort to free small busi-
nesses, family farms and our economy
from this counterproductive tax.

By Mr. THURMOND:

S. 32. A bill to amend title 28 of the
United States Code to clarify the reme-
dial jurisdiction of inferior Federal
courts; to the Committee on the Judi-
ciary.

JUDICIAL TAXATION PROHIBITION ACT

Mr. THURMOND. Mr. President, |
rise today to introduce legislation to
prohibit Federal judges from ordering
new taxes or ordering increases in ex-
isting tax rates as a judicial remedy.

In 1990, the Supreme Court decided in
Missouri versus Jenkins to allow Fed-
eral judges to order new taxes or in-
creases as a judicial remedy. It is my
firm belief that this narrow 5 to 4 deci-
sion permits Federal judges to exceed
their proper boundaries of jurisdiction
and authority under the Constitution.

Mr. President, this ruling and con-
gressional response raises two con-
stitutional issues which warrant dis-
cussion. One is whether Federal courts
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have authority under the Constitution
to inject themselves into the legisla-
tive area of taxation. The second con-
stitutional issue arises in light of the
Judicial Taxation Prohibition Act
which I am now introducing to restrict
the remedial jurisdiction of the Fed-
eral courts. This narrowly drafted leg-
islation would prohibit Federal judges
from ordering new taxes or ordering in-
creases in existing tax rates. | believe
it is clear under article Ill that the
Congress has the authority to restrict
the remedial jurisdiction of the Fed-
eral courts in this fashion.

First, 1 want to speak on the issue of
judicial taxation. Not since Great Brit-
ain’s ministry of George Grenville in
1765 have the American people faced
the assault of taxation without rep-
resentation as now authorized in the
Jenkins decision.

As part of his imperial reforms to
tighten British control in the colonies,
Grenville pushed the Stamp Act
through the Parliament in 1765. This
Act required excise duties to be paid by
the colonists in the forms of revenue
stamps affixed to a variety of legal
documents. This action came at a time
when the colonies were in an uproar
over the Sugar Act of 1764 which levied
duties on certain imports such as
sugar, indigo, coffee, linens and other
items.

The ensuing firestorm of debate in
America centered on the power of Brit-
ain to tax the colonies. James Otis, a
young Boston attorney, echoed the
opinion of most colonists stating that
the Parliament did not have power to
tax the colonies because Americans
had no representation in that body. Mr.
Otis had been attributed in 1761 with
the statement that ‘‘taxation without
representation is tyranny.”

In October, 1765, delegates from nine
states were sent to New York as part of
the Stamp Act Congress to protest the
new law. It was during this time that
John Adams wrote in opposition to the
Stamp Act, ‘““We have always under-
stood it to be a grand and fundamental
principle . . . that no freeman shall be
subject to any tax to which he has not
given his own consent, in person or by
proxy.” A number of resolutions were
adopted by the Stamp Act Congress
protesting the acts of Parliament. One
resolution stated, ““It is inseparably es-
sential to the freedom of a
people . . . that no taxes be imposed
on them, but with their own consent,
given personally or by their represent-
atives.”” The resolutions concluded that
the Stamp Act had a ‘“‘manifest tend-
ency to subvert the rights and liberties
of the colonists.”

Opposition to the Stamp Act was ve-
hemently continued through the colo-
nies in pamphlet form. These pam-
phlets asserted that the basic premise
of a free government included taxation
of the people by themselves or through
their representatives.

Other Americans reacted to the
Stamp Act by rioting, intimidating tax
collectors, and boycotts directed
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against England. While Grenville’s suc-
cessor was determined to repeal the
law, the social, economic and political
climate in the colonies brought on the
American Revolution. The principles
expressed during the earlier crisis
against taxation without representa-
tion became firmly embedded in our
Federal Constitution of 1787.

Yet, the Supreme Court has over-
looked this fundamental lesson in
American history. The Jenkins deci-
sion extends the power of the judiciary
into an area which has traditionally
been reserved as a legislative function
within the Federal, State, and local
governments. In the Federalist No. 48,
James Madison explained that in our
democratic system, ‘‘the legislative
branch alone has access to the pockets
of the people.”

This idea has remained steadfast in
America for over 200 years. Elected of-
ficials with authority to tax are di-
rectly accountable to the people who
give their consent to taxation through
the ballot box. The shield of account-
ability against unwarranted taxes has
been removed now that the Supreme
Court has sanctioned judicially im-
posed taxes. The American citizenry
lacks adequate protection when they
are subject to taxation by unelected,
life tenured Federal judges.

There are many programs and
projects competing for a finite number
of tax dollars. The public debate sur-
rounding taxation is always intense.
Sensitive discussions are held by elect-
ed officials and their constituents con-
cerning increases and expenditures of
scarce tax dollars. To allow Federal
judges to impose taxes is to discount
valuable public debate concerning pri-
orities for expenditures of a limited
public resource.

Mr. President, the dispositive issue
presented by the Jenkins decision is
whether the American people want, as
a matter of national policy, to be ex-
posed to taxation without their con-
sent by an independent and insulated
judiciary. | most assuredly believe they
do not.

This brings us to the second Con-
stitutional issue which we must ad-
dress in light of this Jenkins decision.
That issue is Congressional authority
under the Constitution to limit the re-
medial jurisdiction of lower Federal
courts established by the Congress. Ar-
ticle 111, Section 1, of the Constitution
provides jurisdiction to the lower Fed-
eral courts as the ““Congress may from
time to time ordain and establish.”
There is no mandate in the Constitu-
tion to confer equity jurisdiction to
the inferior Federal courts. Congress
has the flexibility under Article 11l to
“ordain and establish’’ the lower Fed-
eral courts as it deems appropriate.
This basic premise has been upheld by
the Supreme Court in a number of
cases including Lockerty versus Phil-
lips, Lauf versus E.G. Skinner and Co.,
Kline versus Burke Construction Co.,
and Sheldon versus Sill.

This legislation would preclude the
lower Federal courts from issuing any
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order or decree requiring imposition of
‘“any new tax or to increase any exist-
ing tax or tax rate.” | firmly believe
that this language is wholly consistent
with Congressional authority under Ar-
ticle 111, Section 1 of the Constitution.

There is nothing in this legislation
which would restrict the power of the
Federal courts from hearing constitu-
tional claims. It accords due respect to
all provisions of the Constitution and
merely limits the availability of a par-
ticular judicial remedy which has tra-
ditionally been a legislative function.
The objective of this legislation is
straightforward, to prohibit Federal
courts from increasing taxes. The lan-
guage in this bill applies to the lower
Federal courts and does not deny
claimants judicial access to seek re-
dress of any Federal constitutional
right.

Mr. President, how long will it be be-
fore a Federal judge orders tax in-
creases to build new highways or pris-
ons? | do not believe the Founding Fa-
thers had this type of activism in mind
when they established the judicial
branch of government. The role of the
judiciary is to interpret the law. The
power to tax is an exclusive legislative
right belonging to the Congress and
governments at the state level. We are
accountable to the citizens and must
justify any new taxes. The American
people deserve a timely response to the
Jenkins decision and we must provide
protection against the imposition of
taxes by an independent judiciary.

By Mr. THURMOND:

S. 33. A bill to provide that a Federal
justice or judge convicted of a felony
shall be suspended from office without
pay, to amend the retirement age and
service requirements for Federal jus-
tices and judges convicted of a felony,
and for other purposes; to the Commit-
tee on the Judiciary.

FEDERAL JUDGE LEGISLATION

Mr. THURMOND. Mr. President,
today | am introducing legislation
which provides that a justice or judge
convicted of a felony shall be sus-
pended from office without pay pending
the disposition of impeachment pro-
ceedings.

I believe that the citizens of the
United States will agree that those
who have been convicted of felonies
should not be allowed to continue to
occupy positions of trust and respon-
sibility in our Government. Neverthe-
less, under current constitutional law
it is possible for judges to continue to
receive a salary and to still sit on the
bench and hear cases even after being
convicted of a felony. If they are un-
willing to resign, the only method
which may be used to remove them
from the Federal payroll is impeach-
ment.

Currently, the Congress has the
power to impeach officers of the Gov-
ernment who have committed treason,
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bribery, or other high crimes and mis-
demeanors. Even when a court has al-
ready found an official guilty of a seri-
ous crime, Congress must then essen-
tially retry the official before he or she
can be removed from the Federal pay-
roll. The impeachment process is typi-
cally very time consuming and can oc-
cupy a great deal of the resources of
Congress.

Mr. President, one way to solve this
problem would be to amend the Con-
stitution. Today, | am also introducing
a Senate resolution proposing a con-
stitutional amendment providing for
forfeiture of office by Government offi-
cials and judges convicted of felonies
involving moral turpitude. While | be-
lieve that a constitutional amendment
may be the best solution to the prob-
lem, I am also introducing this statu-
tory remedy to address the current sit-
uation.

This legislation will provide that a
judge convicted of a felony involving
moral turpitude shall be suspended
from office without pay. The legisla-
tion specifies that the suspension be-
gins upon conviction and that no addi-
tional time accrues toward retirement
from that date. However, the judge
would be reinstated if the criminal
conviction is reversed upon appeal or if
articles of impeachment do not result
in conviction by the Senate.

Mr. President, the framers of the
Constitution could not have intended
convicted felons to continue to serve
on the bench and to receive compensa-
tion once they have seriously violated
the law and the trust of the people. |
urge my colleagues to carefully con-
sider this legislation.

By Mr. FEINGOLD:

S. 34. A bill to phase out Federal
funding of the Tennessee Valley Au-
thority; to the Committee on Environ-
ment and Public Works.

TENNESSEE VALLEY AUTHORITY LEGISLATION

Mr. FEINGOLD. Mr. President, today
I am introducing legislation, similar to
that which | sponsored in the 104th
Congress, to terminate funding for lit-
tle known activities of the Tennessee
Valley Authority [TVA], the TVA's
nonpower programs, that are funded by
appropriated funds. In fiscal year 1997,
Congress appropriated a total of $106
million to support these programs.

The TVA was created in 1933 as a gov-
ernment-owned corporation for the
unified development of a river basin
comprised of parts of seven States.
Those activities included the construc-
tion of an extensive power system, for
which the region is now famous, and
regional development or ‘‘nonpower”
programs. TVA’s responsibilities in the
nonpower programs include maintain-
ing its system of dams, reservoirs and
navigation facilities, and managing
TVA-held lands. In addition, TVA pro-
vides recreational programs, makes
economic development grants to com-
munities, promotes public use of its
land and water resources, and operates
an Environmental Research Center.
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Only the TVA power programs are in-
tended to be self-supporting, by relying
on TVA utility customers to foot the
bill. The expense of these ‘“‘nonpower”’
programs, on the other hand, are cov-
ered by appropriated taxpayer funds.

This legislation terminates funding
for all appropriated programs of the
TVA after fiscal year 2000. While | un-
derstand the role that TVA has played
in our history, | also know that we face
tremendous Federal budget pressure to
reduce spending in many areas. | be-
lieve that TVA'’s discretionary funds
should be on the table, and that Con-
gress should act, in accordance with
this legislation, to put the TVA appro-
priated programs on a glide path to-
ward dependence on sources of funds
other than appropriated funds. | think
that this legislation is a reasonable
phased-in approach to achieve this ob-
jective, and explicitly codifies both the
fiscal year 1996 President’s Budget and
TVA’s own recommendations regarding
activities at the TVA’s Environmental
Research Center in Alabama.

I am introducing this legislation to
terminate TVA’S appropriated pro-
grams because there are lingering con-
cerns, brought to light in a 1993 Con-
gressional Budget Office [CBO] report,
that nonpower program funds subsidize
activities that should be paid for by
non-Federal interests. When | ran for
the Senate in 1992, | developed an 82+
point plan to eliminate the Federal
deficit and have continued to work on
the implementation of that plan since
that time. That plan includes a number
of elements in the natural resource
area, including the termination of
TVA'’s appropriations-funded programs.

In its 1993 report, CBO focused on two
programs: The TVA Stewardship Pro-
gram and the Environmental Research
Center. Stewardship activities receive
the largest share of TVA’s appropriated
funds. The funds are used for dam re-
pair and maintenance activities. Ac-
cording to 1995 testimony provided by
TVA before the House Subcommittee
on Energy and Water Appropriations,
when TVA repairs a dam it pays 70 per-
cent, on average, of repair costs with
appropriated dollars and covers the re-
maining 30 percent with funds collected
from electricity ratepayers.

This practice of charging a portion of
dam repair costs to the taxpayer, CBO
highlighted, amounts to a significant
subsidy. If TVA were a private utility,
and it made modifications to a dam or
performed routine dredging, the rate-
payers would pay for all of the costs as-
sociated with that activity.

TVA also runs an Environmental Re-
search Center, formerly a Fertilizer
Research Center, that received $15 mil-
lion in funding in fiscal year 1997. The
Center formerly developed and tested
about 80 percent of commercial fer-
tilizers developed in the United States,
which CBO identified as a direct re-
search cost subsidy to fertilizer compa-
nies. The measure | am introducing
today phases out Federal funding for
the Center by the year 2000.
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In fiscal year 1996, | successfully
sponsored an amendment to cap fund-
ing for the TVA Environmental Re-
search Center. The amendment also re-
quired the Center to examine its re-
search program, and evaluate how it
could reduce its dependence on appro-
priated funds. Though the funding cap
was eliminated in conference on the
fiscal year 1996 Energy and Water Ap-
propriations, TVA did complete an as-
sessment of its research program. The
Center proposes to make a complete
transition to competing for Federal
grants by fiscal year 2000. My measure
would codify such a transition.

I have included specific language on
the Environmental Research Center in
this legislation because | believe that
it is important certain regions do not
receive earmarked preference over oth-
ers in receiving scarce environmental
research, natural resource manage-
ment and economic development dol-
lars from the Federal Government. In
this time of tight budgets, | believe
that all opportunities to decrease and
supplement Federal support  for
projects and leverage additional pri-
vate, local and State government funds
should be examined and implemented
when feasible.

Again, while | understand the impor-
tant role that TVA played in the devel-
opment of the Tennessee Valley, many
other areas of the country have become
more creative in Federal and State fi-
nancing arrangements to address re-
gional concerns. Specifically, in those
areas where there may be excesses
within TVA, | believe we can do better
to curb subsidies and eliminate the
burden on taxpayers without com-
pletely eliminating the TVA, as some
in the other body have suggested.

Mr. President, | ask unanimous con-
sent that the full text of this measure
be printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 34

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. TENNESSEE VALLEY AUTHORITY.

(a) DISCONTINUANCE OF APPROPRIATIONS.—
Section 27 of the Tennessee Valley Authority
Act of 1933 (16 U.S.C. 831z) is amended—

(1) by inserting ‘““for fiscal years through
fiscal year 2000"" before the period; and

(2) by adding at the end the following: ‘““No
appropriations may be made available for
the Tennessee Vally Authority Environ-
mental Research Center for fiscal year
2000.”".

(b) PLAN.—No later than January 1, 1998,
the Director of the Office of Management
and Budget shall develop and submit a plan
to Congress that—

(1) provides for the Tennessee Valley Au-
thority Environmental Research Center to
make a transition to sources of funds other
than appropriated funds by fiscal year 2000;
and

(2) recommends any legislation that may
be appropriate to carry out the objectives of
this Act.

By Mr. FEINGOLD:
S. 35. A bill to amend the Reclama-
tion Reform Act of 1982 to clarify the
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acreage limitations and incorporate a
means test for certain farm operations,
and for other purposes; to the Commit-
tee on Energy and Natural Resources.

IRRIGATION SUBSIDY REDUCTION ACT OF 1997

Mr. FEINGOLD. Mr. President, | am
introducing a measure that | sponsored
in the 104th Congress to reduce the
amount of Federal irrigation subsidies
received by large agribusiness inter-
ests. | believe that reforming Federal
water pricing policy by reducing sub-
sidies is an important area to examine
as a means to achieve our deficit reduc-
tion objectives. This legislation is also
needed to curb fundamental abuses of
reclamation law that cost the taxpayer
millions of dollars every year.

In 1901, President Theodore Roosevelt
proposed legislation, which came to be
known as the Reclamation Act of 1902,
to encourage development of family
farms throughout the western United
States. The idea was to provide needed
water for areas that were otherwise dry
and give small farms—those no larger
than 160 acres—a chance, with a help-
ing hand from the Federal Govern-
ment, to establish themselves. Accord-
ing to a 1996 General Accounting Office
report, since the passage of the Rec-
lamation Act, the Federal Government
has spent $21.8 billion to construct 133
water projects in the west which pro-
vide water for irrigation. Irrigators,
and other project beneficiaries, are re-
quired under the law to repay to the
Federal Government their allocated
share of the costs of constructing these
projects.

However, as a result of the subsidized
financing provided by the Federal Gov-
ernment, some of the beneficiaries of
Federal water projects repay consider-
ably less than their full share of these
costs. According to the 1996 GAO re-
port, irrigators generally receive the
largest amount of Federal financial as-
sistance. Since the initiation of the ir-
rigation program in 1902, construction
costs associated with irrigation have
been repaid without interest. The GAO
further found, in reviewing the Bureau
of Reclamation’s financial reports,
that $16.9 billion, or 78 percent, of the
$21.8 billion of Federal investment in
water projects is considered to be reim-
bursable. Of the reimbursable costs,
the largest share—$7.1 billion—is allo-
cated to irrigators. As of September 30,
1994 irrigators have repaid only $941
million of the $7.1 billion they owe.
GAO also found that the Bureau of
Reclamation will likely shift $3.4 bil-
lion of the debt owed by irrigators to
other users of the water projects for re-
payment.

There are several reasons why
irrigators continue to receive such sig-
nificant subsidies. Under the Reclama-
tion Reform Act of 1982, Congress acted
to expand the size of the farms that
could receive subsidized water from 160
acres to 960 acres. The RRA of 1982 ex-
pressly prohibits farms that exceed 960
acres in size from receiving federally-
subsidized water. These restrictions
were added to the reclamation law to
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close loopholes through which Federal
subsidies were flowing to large agri-
businesses rather than the small fam-
ily farmers that reclamation projects
were designed to serve. Agribusinesses
were expected to pay full cost for all
water received on land in excess of
their 960 acre entitlement. Despite the
express mandate of Congress, regula-
tions promulgated under the Reclama-
tion Reform Act of 1982 have failed to
keep big agricultural water users from
receiving federal subsidies. The Gen-
eral Accounting Office and the Inspec-
tor General of the Department of the
Interior continue to find that the acre-
age limits established in law are cir-
cumvented through the creation of ar-
rangements such as farming trusts.
These trusts, which in total acreage
will exceed the 960 acre limit, are com-
prised of smaller units that are not
subject to the reclamation acreage cap.
These smaller units are farmed under a
single management agreement often
through a combination of leasing and
ownership.

In a 1989 GAO report, the activities of
six agribusiness trusts were fully ex-
plored. According to GAO, one 12,345
acre cotton farm (roughly 20 square
miles), operating under a single part-
nership, was reorganized to avoid the
960 acre limitation into 15 separate
land holdings through 18 partnerships,
24 corporations, and 11 trusts which
were all operated as one large unit. A
seventh very large trust was the sole
topic of a 1990 GAO report. The
Westhaven Trust is a 23,238 acre farm-
ing operation in California’s Central
Valley. It was formed for the benefit of
326 salaried employees of the J.G. Bos-
well Company. Boswell, GAO found,
had taken advantage of section 214 of
the RRA, which exempts from its 960
acre limit land held for beneficiaries by
a trustee in a fiduciary capacity, as
long as no single beneficiary’s interest
exceeds the law’s ownership limits. The
RRA, as | have mentioned, does not
preclude multiple land holdings from
being operated collectively under a
trust as one farm while qualifying indi-
vidually for federally subsidized water.
Accordingly, the J.G. Boswell Company
reorganized 23,238 acres it held as the
Boston Ranch by selling them to the
Westhaven Trust, with the land hold-
ings attributed to each beneficiary
being eligible to receive federally sub-
sidized water.

Before the land was sold to
Westhaven Trust, the J.G. Boswell
Company operated the acreage as one
large farm and paid full cost for the
Federal irrigation water delivered for
the 18-month period ending in May
1989. When the trust bought the land,
due to the loopholes in the law, the en-
tire acreage became eligible to receive
federally subsidized water because the
land holdings attributed to the 326
trust beneficiaries range from 21 acres
to 547 acres—all well under the 960 acre
limit.

In the six cases the GAO reviewed in
1989, owners or lessees paid a total of
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about $1.3 million less in 1987 for Fed-
eral water than they would have paid if
their collective land holdings were con-
sidered as large farms subject to the
Reclamation Act acr