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NON-PROFIT LABELING PROVISION 
IN PROPOSED WELFARE REFORM LEGISLATION 

Nan Aron of the Alliance for Justice has forwarded to me the attached materials from 
OMB Watch, concerning proposed welfare reform legislation. 

The Senate version of that legislation provides that "whenever an organization that 
accepts federal funds under this Act ... makes any communication that in any way intends to 
promote public support or opposition to any policy of a Federal, State, or local government 
through any broadcasting station, newspaper, magazine, outdoor advertising facility, direct 
mailing, or any other type of general public advertising, such communication shall state the 
following: 'This was prepared and paid for by an organization that accepts taxpayer 
dollars.'" According to OMB Watch, the House version of the bill contains a more limited 
variation of this provision, but it apparently could also apply to recipients of Medicaid 
funding if the House combines the welfare and Medicaid reform bills. 

As you will recall, the Administration worked closely with the non-profit community 
last year to oppose the Istook amendment and its progeny, including provisions that would 
have required new disclosures by non-profit organizations that receive federal funds and 
engage in public advocacy. I understand that the non-profit community is now seeking White 
House and OMB assistance in defeating these new proposals. 



THI! NONPROFIT LABEUNO PROVISION: 
DISCL08URI! WITH A 8CMlJ!T leTTeR 

Both the House and the Senate have taken aotlon on welfare refonn leglelation tNt 
would require tax exempt recipients of funde covered by the refonn bill to make a new 
public disclosure If they attempt grassroots efforts to Influence public pohcles. 
Fur1hennore, since the Republican leaderahlp aupports "nklng welfare and Medicaid 
retonn through the first of three budget reconciliation bills, the disclosure requirement 
could be extended to nonproftt organlzaUOns providing Medicaid services. 

Tho Se .... V.nsIon 

Under ihe Senate welfare rerorm bill (the Work Opportunity Act. S. 1195). any 501(0) 
organization that receives money ·under this Acr and makes a communication 
Intended to promote publiC support or opposnlon to any govemmental policy - federal, 
state, or local - through ·any broadcasting station, newspaper. magazine, outdoor 
advertising faciUtt. direct mailing, or any other type of general public advertising· must 
state on the communicatIon: "ThIs was prepared and paid for by an organization that 
aooepts taxpayer c!ollar&,· 

The ACLU has pointed out, a8 the bill In the Senate moved. that the provl&lon would 
chili nonpront organizations that participate In welfare programs from expressIng their 
views on policy matters. The provIsIon would even affect the urganl;tatlons' expression 
on Issues completely unrelated to theIr wo~ on welfare. This restriction, In the vIew of 
the ACLU, Is unconslilutional because·1t Imposes a First Amendment restriction on 
certain nonprofit organizations receiving federal funds. 

On June 26, the Senate Finance Committee linked Medicaid and welfare overhaul on 
an 11-9 vote. Coln9 this made the disclo5ure requIrement apply to tax exempt 
recipients of funds under the MedicaId reforms, since thtJ di:;closure reqvirements 
apply to all funds ·under this Act." Although Senate Major Leader Tr~nt Loll (f\-MS) 
and House Speaker Newt Gingrich (f\.GA) have slaled that they support linking the 
Medicaid and welfare overhaul, and the GOP guvernors support the linkage. there Is a 
movement to keep them separate. President Clinton has stated that he will vato 8 

reconciliation bill that contains the Medicaid reforms. which would eliminate the 
entitlement status of Medicaid. Accordingly, Lott was quoted on June 27 E\!9 saying, 
·We're going to continue to look Elt what our options may be .. , At this point our intent is 
keep welfare and Medicaid together.· 

The Senale bill will now go the Budgel Commltltse. which will eIther link or separate the 
reform efforts. It Is expected that the Senate bill will be on lhtJ nuur around July 15. 
Whether It applies to the Medl~ld overhaul or not. the disclosure requirement will be 
on the bill. 

The Houee V.talon 
.. 

In the House, the disclosure proVIsion In the welfare rerorm bill was identical to the 
Senate's, However, at a mark-up In the House Ways and Means Commlllee on June 

. , 



12. UI8 Committee accepted an amendment to the Nonprofit Labetlng Provision by R8p. 
Benjamin Cardin (D-MD). The C8rd1n amendment eMOIudee tax .qmpt organlzatlont 
participatlflg In programs under WlIys and Means Committee Jurtadlctlon from the 18be1lng 
requirement. SpeclflcaRy. the amendment exempts tho .. tax .Kempt recipient. receiving 
money under TItle IV (AFOC), TItle XVI (SSI). and T1tIe XX (Social Service. Block Grant). 

On June 19, the HOUM Budget Committee combined the Waye and Meonc welfare bill with 
Modicaldchengoa from the Commerce Committee and chang •• from other committees. 
creating tho flr:lt of three rec:onGlUation bill planned In the Hou... The bill goee neKi to the 
House Rules Committee and thon to the House floqr ehortly after the July 4th recou. 

Enforcement Under BaCh BIll 

If a ta)(-exempt organization does not make the disclosure on a communication Intended to 
create grassroots Influonoc on a govemmental poUcy. then tho organization wHl becomo 
Ineligible to rur;flN. "'deral fund~ authorized under the Act. The requirements would go Into 
err~cl Immediately upon enactment for non-printed communications, end one year after 
enac;tment for printed tommunlcaUona. 

The bill provides no detail on these severe penalties. For example, It makes no dlsUnc;tlon 
between a fin;t time offense and multiple orrenses. It does not Indicate whether, after a period 
of Ineligibility, the organization can ag81n receive fedellli funds under the programs covered by 
the Act. The bill leaves to federal agencies how to monitor and enforce the reqUirements. 

Who WID De Me."" 
Depending on which version of the disclosure requirement Ia sent to the President (and 
whether It Is linked with Medicaid reform). the following nonprofit organizations are among the 
many that could be affected: 

Nonprofit Hospitals 
Migrant Health Centers 
Community Health Centers 
Community Resettlement Agencies 
Child Care Providers 
Nutrition C~mter. 
Some Mental Health Centers 
Public Schools 

If the budgetreconclllaUon bill contains both the welfare and Medicaid overhaul. It Is likely the 
President will veto the bill. It Is less clear what will happen If the reconciliation bill contains 
only lhe welfare reform provisions. There has been very lillie di:>cus:.ion of the Nonpront 
Labeling Provision. 

If the reconclllatJon bill Is vetoed by the President. COngress will likely drop the Medicaid 
provisions and attempt to make some changes to the welfare reform sections to find a 
compromise that the President can sign. Since there has been little discussion of the 
Nonprofit Labeling Provision, It is not known whether this would be a negotiable Item. 
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1 D....... .tId J\1d101.u7 at the Saaate wItbIn 1 lear 

2 a.ft;uo the elate ot tha eD""st of t.Ida Act. 

.. (&.) IN GBdBAL.-Wh~ IU1 orpaW:atfon tJlat 

$ a.eeepts P'ederalluuda vn_ tldt5 Act 01" the ammdments 

6 lnGde by tIUa.~tl makes Bn,T communication tbat m aay 

., WAr in~ to ProJnow .jJUblle· support.. br op~ tri 

8 ~ poliq of' a ~edat-a1, State. Or local svvei1'WDt 

9 tbJoo~sb &r\.v b~dCaatiD(r 6ta.tiOD, u~r, map.zine, 

10 outdoor' aciVOit'ttaioc' facilityl direet m~, or ~ othe~ 

1 t type of pneral pnbUe 8clv~, au. eo~n , 

12 shall state the fi>1l<JVrint- ."Tbi& ,vas .prepare4 a.ad paid fcr 

13 by an ~tion that accepts taxpa"ver dol,lw's. II. 

14 (b) FAlLOW!: To COJrlPLIY.-U an ot'~~~on makes 

t~ 8.tl,)' OOmmUN(!~t1on dMctrfbed. 1%1 subsection (a) ·an4 taUs 

US to pl"O'Vide the ISt(I.tement required by tbat subsection, such 

17 organtzatioD llhall be ineligible to recefge Fedsr8l funds 

18 UncleI' thJs .Act or tha amendmontB IOKde by tli!e ..let. 

19 (e) DBF1NITfONv-For PQlJ)uses of tbia _($ion, tll~ 

20 term uo~tiou" tJieans ax. organiz6tion. desQribed in 

21 section. 501(e) of tJle. Iu.ter.nal. ltevellne Code of 1986. . .. . 

2.2. (tl) EFl"'~CTlVE DATES.-This aeatiou Rhall take ei'. 

13 tact..:--

(1.) witlL respect c..u printed eonunou.icatiu.lls 1 

vCl\r l~~r the dat:P. of! anAct,ment of this AC?t; &net , . 
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1 (I) with nap_ to ~ cRhw comm"aieatioll Oil 

. 2 the date of eSdf;a:ual't of tlU Nit. 

3 

4 nm CIIaTADl LOW.IN""" J1ttOlVIt)tLUJJ 

~ Section 1506 of the Fanilly SuPi0rl .Aet of 1988 (42 
I 

7 V_B.C. 1316 note) Is ameoded- . 

8 (I) in the beadin " by atrOdDg ''DJmIOJIIRTBA-

9 nON'; 

10 (2) 1"J' stdkLltf "demonstratiOQtt ouh plaoe saob 

11 term appears: 

lZ (3) ht suhseation (a)t by ~ um elloGh or 
13 fiBcal yean" and all that follows thmup "10" tLnd 

14 blaerPnr "ahaIl .1:I.tel- into &p'8eIDenta withU ; 

lS (4) in &\'~n (b)(3), by striking "tLid to 

t 6 t\\mJUes with d~pendent ob!ldren UJ1der part .A of 

.l7 titl~ IV of the SOO\Rl Seenrity ~t" and inserting 

18 Uasa1atance \\nd.er tbc propm funded pa.rt.A. or t.itle 

19 IV of the soeW SeGttrity Act of the Stat.e in wbich 

20 . the hulivid\'\l\l J"l!IAides"j 

21 on in subsection (c).--

22 (.4,) m. plll'8.g!'Aph (l)(C), b1 st.ri}l.i:ug "aid 

23 to faniwea W1tb. dependent cbUdnm UQcler p1U't 

24 A. of title IV of the Soclat ~ui.ty Act" and in-

~ i~rting· ··ru;si~tt\r.Cte und.,-r & State p~~rn 


