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What the President Signed' 

Row Your Own Boat 
If Republicans scored a victory in­

side the Beltway, would anyone hear 
about it? Probably not these days. In 
fact, President Clinton on March 29 

The business of kicking people out doesn't want the burden of looking af- signed into law Important 'provisions 
of one's country can get tricky. No, ter them. Thousands more have yet to reining in the bureaucrats who Impose 
we're nOI talking about Republican 1m- be screened by Hanoi. a heavy tax on American productivity 
migration policies, but about one of the Theii' hands temporarily tied, .withrules and regulations. . 
world's great unwanted groups: the Hong Kong authorities have had to let Th~ amendments, attached to a 
boat people. After years of eyeing each a few handfuls of bo;lt people go free. debt-ceiling extension, put some 
other across barbed wire, the citizens There is every reason to believe that teeth into the 1980 Regulatory Flexi­
of Hong Kong and the colony's popula' they will settle down to lives as quiet bility Act, which requireS federal 
tion of Vietnamese boat people are and industrious as the few families re- agencies to assess the Impact of their 
tumbling toward a fmal confrontation. leased into the local community in the regulations on small business. The 

Hong Kong's Legislative Council past. But the government 'wants ,the law has been largely a dead letter, 
finds itself under enormous pressure legislature, Legco, to rubber stamp a but thanks to the debt-ceiling bill 
to support the colonial government's bill that would close the "loophole" in small businesses can now take non­
plan to further deny Vietnamese boat the law before more boat people man- complying agencies to court. Second, 
people some basiC rights now en- age to escape their fate. What makes and more Important, the bill man­
shrined in international covenants. this decision so intriguing is that the dates Congressional review of all reg­
Defending such rights is not a popular so-called loophole is actually a protec- ulations, even "routine" ones, before 
cause. Most Hong Kongers long ago tionthat the people of Hong Kong they're adopted_ 
dropped any sympathy they may have themselves may dearly need after Under the legislation, a proposed 
had for the Vietnamese, of whom 1997. Basically, legislators are being rule-making won't take effect for 60 
some 20,000 remain in the colony. asked to legalize arbitrary, indefinite days, during which time Congress can 
Hong Kong government offiCials have detention. What a nice present that override the bureaucrats' wishes. 
helped paint a picture in'the public would be for Beijing. Today the boat There's nothing controversiill about 
mind of the boat people-many of people, tomorrow Hong Kong trade this provision_ It was lIIIllitimously 
them women and their children, la- unionists and democratic members of adopted by both houses of Congress 
beled "migrants" and imprisoned in Legco itself? 'and endorsed by President Clinton. 
maximum security camps-as a The choice just put to the boat pea- But the White House apparently didn't 
seething mass of criminals and bums pie themselves is not so clear cut. The 'read the fine print. 
addicted to drugs or living off the fat Clinton Administration .announced While regulations will be stalled for 
of Hong Kong taxpayers. thisweek~tpeoplewhoslgn up to go 'only 60 calendar days, Congress will . 

So when boat people facing forced back to Vietnam by Jun.e 30 ~ year. be able to override them under expe­
fepatriation to Hanoi took such des- ~ ~ppl~ for an in~e~ew WI~ U.S. dited procedures (or 60 session days. 
perate measures as stabbing them- llDIDlgration authonties In .. Vleln~ That's a big difference. Since Con­
selves,. the Hong Kong' press com- about the poss!billty of getting a VISa gress often isn't in session, 60 session 
plained about the waste'of valuable for the U.S. Its all pretty vague and days can stretch out lnto six months or 
hospital resources needed to patch 'hedged with caveats. Many. boat pea- longer. And during that whole period 
them up. Such is the antipathy to the pie will suspect the whole·thing is part Congress can veto proposed regula­
boat people that one local member of Of. a trick ~o get them to go back to tlons under rules that, for example, 
an NGO team monitoring police be- Vietnam Without protest. They kn?edw bar filibusters in the Senate. 
havior in'the camps made the extraor- that when me~bers of Conl!,fess tri Some conservatives opposed this 
dinary recommendation that when the to bnng some old soldiers and oth- measure on the grounds that I! would 
police use tear gas on the mmates they " ers out of the camps directly ~ ~er- distract attention (rom the larger reg­
should first turn off the water supply . ica last year, the Clmton Admimstra- ulatory reform bill which mandates 
so the "VMs" (jndustry:speak for Viet- tion fought hard to p~vent that . lengthy cost-benefit studies; and 
namese migrants) can.t use water to Distasteful and WIdely publiCIZed· which has stalled In the Senate be-
,"ash the gas out of their e~es. scenes are sure to C?me as the last cause of a filibuster. But Congress-

No wonder then, that there was an thousands of protesting .boat people man David Mclntosh, a longtime war­
outcry m Hong Kong recently when are dragged back to Vietnam this rior against regulatory excess who 
London's Privy Council ruled that the year. Whatever Washington's motive, 

crafted this provision, says it "allows 
us to codify 90% of what we were try­
ing to do in the Contract with America 
with regard to regulatory reform." He 
says it could prevent President Clin­
ton, should he lose the November elec­
tion, from Issuing myriad "midnight 
regulations," the way Jimmy carter 
did in hiS final hours. 

ConfirmatlQn, of a' sort, comes 
from the Administration, which re­
portedly is experiencing buyer's reo 
morse. The Bureau of National Af­
fairs, in its washington newsletter, 
says that some Democratic insiders 
are calling President Clinton's sign· 
ing of this law "a big mistake." Ac­
cording to the bureau, "One agency 
official said the review' proviSions 
may have a similar impact' as the 
White House Council of Competitive­
ness in the Bush Administration, 
which reviewed major rules. That is, 
this official said, agencies may have 
to moderate their positions on issues 
pertaining to environmental and 
safety concerns' just to ensure the 
,rules pass the review process." 

. This unnamed official laments 
that the effect of all this "may be a 
compromise in environmental, health 
and safety protections" and that "it 
will give special interests the oppor­
tunity to lobby Congress on rules 
they find troublesome, creating slill 
more delay." Translation: ThiS mea­
sure will force bureaucrats to con­
sider the economic Impact of their 
rulings, and it will allow those af­
fected by government actions to 
make their voices heard. 

Those, of course, are goals en­
dorsed by President Clinton. But 
whenever it comes time to implement 
his rhetOriC, Mr. Clinton balks. Last 
fall, he vetoed an earlier debt ceiling 
,bill in part because it contained even 
more far-reaching regulatory reo 
forms. It's a tribute to the Republican 
Congress that on this occasion, at 
least, it got Mr. Clinton to act like a 
New Democrat-:-desplte himself. 

colony's law allows authorities to keep here's hoping that the boat people 
boat people in detention oniy because who do place their trust in Uncle Sam 
they are going to be repatriated to and go home without a fuss are re- Asides' 
Vietnam. Otherwise, there is no legal warded with a fair chance at starling Qaddafi Goes Too Far 
basis for locking some of them up. a new life in ~erica. As to Hong 

This ruling seriously gummed up Kong, with luck, Its people will never Muammar Qaddaffi has had a 
Hong Kong's master plan to have the find themselves at sea in search of long and dark career, no doubt about 
colony cleansed of boat people before asylum .. But U th~y de:ide th~t their it. He has trained and funded terror­
the handover to China next year. Be- onl~ policy o~tion m Ih!s case IS a law, ists, provided safe haven to assassins 
cause not all boat people con go back. agamst the nghts of Vietnamese boat like those who blew lip Pan Am 
Hanoi has explicitly refused to take people, they must be prepared ·to ,Fiight103, attacked the Achllle Lauro 
hundreds, either because they are eth- wake up one day and fmd that l3;w and bent every effort to destabilize 
nie Chinese or because the state turned on themselves. neighboring Arab states. In addition 

to all this, we now discover yet more 
about the Libyan dictator's interests. 
ACcording to Judith Miller's new 

book about the Middle East ("God 
Has Ninety-Nine Names"), Qaddafi 
worked himself into such a fever over 
Margaret Tutweiler, spokeswoman " 
for the Bush State Department, that 
he considered sending word that she 
should "wear something green at I 
her next press conference" -to signal , 
if she was interested. That shOuld ! 

about finish it for the terror-loving 
Libyan. With sexual harassment now 
added to the list of offenses, Qaddafi I 

, has finally gone too far. . , I 
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A Bill of Rights for Crime Victims 
How shocking it would be to describe a 

criminal justice system In which a defen­
dant had .no constitutional right to be 
treated fairly, no right tQ Information 
about the progress of the case, no right to 
notice of when critical proceedings would 
be held, no right to be present and heard 
at those proceedings, and no right to a 
speedy trial or reasonable [lnallty to t\V! 

, matter-in short, no constitutional rigfits 
at all. Yet this precisely describes the 
plight of a victim of crime. While the Bill 
of Rights enumerates extensive rights for 
criminal defendants, it contains not even a 
Single word on behalf of crime victims. 

Rule of Law 
By P;l.Ui G_ Cassell 

And Steven J- Twist 

On Monday a bipartisan group of 
senators and congressmen Introduced a 
constitutional amendment that would ex­
tend these basic rights to crlnie victims. 
The Victims' Bill of Rights Amendment 
would bring balance to a system whose 
scales of justice are tipped decidedly In 
favor of the accused. 

How did we arrive at a system that 
gives so little consideration to the Inter­
ests of victims? The probler:n Is traceable 
to the peculiar evolution of the office of 
public prosecutor_ The first colonists Im­
ported the Engli,Sh common law tradition 
of private prosecutions, which gave the 
victim of a felony the right to Initiate 
and prosecute a criminal case against 
the offender_ The Framers of the Consti­
tution probably saw little, need for sepa­
rate "victims' rights" because victims 
could act on their own. 

Over time, public prosecutors gradu­
ally displaced the system of private pros­
ecutions. While the reasons for this 

transformation are disputed, the undeni­
able effect was to exclude crime victims 
from meaningf\ll, participation in the 
criminal justice process_ They lost any 
status as parties to the case. Their pri­
mary role became to report crimes to po­
lice and serve as witnesses If called. 
Meanwhile, It became accepted that' 
prosecutors represented only the public 
Interest, not the victims' Interest. 

This Imbalance was exacerbated In 
the 1960s, when the Warren Court ex­
panded the rights of criminal defendants 
and constitutlonallzed most aspects of 
criminal procedure. Trial judges who 
had previously accommodated victims' 
concerns Informally within their court­
rooms now found they had to follow pre­
scribed formulas. Without a constitu­
tional basis for considering victims' In­
terests, a defendant's claim of 'a proce­
dural right always prevailed. The court's 
one-sided expansion of defendants' rights 
slid victims ou"t of the picture_ " 

These developments leave us with a 
Criminal justice system that pays scant 
attention to victims. Often victims do not 
even find out about critical proceedings, 
such as hearings about releasing a de­
fendant on bail or allowing him to cop a 
plea to a reduced charge_ When victims 
'do learn about these proceedings, they 
frequently have .no right to speak about 
why releasing the defendant Is a bad 
Idea or why the proposed plea bargain .Is 
undesirable. In many trials, victims are 
told that while the defendant Is entltled 
to be present, they must leave the court­
room and sit outside In the room re­
served for witnesses. Even after the con­
viction of the defendant, Victims have of­
,ten been denied the right to speak at 
sentencing or parole hearings. 

Every year, 43 million Americans are 
the victimS of violent or property crlmes_ 
The need for constitutional protection of 
their rights was first recognized by the 

President's Task Force on Victims of 
Crime, whose 1982 report concluded that 
"the criminal justice system has lost its 
essential balance." The Task Force pro­
posed a constitutional amendment guar­
anteeing crime victims the basic rights 
to be present and heard at critical stages 
of the proceedings. ' 
, Since that recommendation, more 
than 20 states have adopted victims' 
amendments. In 1994 alone, voters In Al­
abama, Alaska, Idaho, Maryland; Ohio 
and Utah gave their overwhelming ap­
provals_ While the amendments vary In 

form and effect, they have generally Im­
proved the treatment of crime vlctltns 
throughout the crlmlrial justice process. 
The federal Victims' Bill of Rights 
Amendment would draw upon the suc­
cessful experience with the state amend­
ments and require protection for victims 
under the federal Constltutlon_ 

The core of the amendment would 
guarantee victims of violent and other se­
rious crimes the rights to be Informed of 
and to attend court hearings. At proceed­
Ings concerning ball, plea bargains and 
sentencing, victims could speak-not to 
dictate the court's decision but to suggest 
what the decision should be_ The amend­
ment also would guarantee victims pro­
tection, Including the right to a warning 
If a defendant escapes from custody. 

The amendment would further grant 
victims a right to a speedy trial. Defen­
dants have always had such a right but 

are often the only ones with no Interest " 
in seeing It enforced. Victims also de­
serve an end to Interminable delays In 
capital and other cases. The defendant's, 
right to appeal should be protected, bUI· 
under the amendment courts would be. 
required to rule finally and without un:' 
reasonable delay. " 

While victims have won many state' 
legislative victories In recent years, the' 
overall protection of their Interests Is' 
piecemeal and inadequate. A federal, 
amendment would establish a basic pack­
age of vlctlms' rights, a floor below 
which states could not go and which de; 
fendants could no longer automatically' 
trump. Victims' rights, no less than de: 
fendants' rights, would apply In state. 
proceedings under current constitutional; 
doctrine, because the rights would be 11lr'; 
corporated Into 'the 14th Amendment's 
nationally applicable guarantees of due 
process of law. This works no new via:' 
lence to the Important value of federal:: 
Ism. Rightly or wrongly, the Supreme' 
Court has already federalized many as:' 
pects of criminal procedure and extended 
substantial rights for defendants: 
throughout country_The proposed. 
amendment simply adopts the view that 
victims deserve equal treatment. "" . 

A 1991 national public opinion poll. 
found that 89% of Americans, would sup' 
port an amendment to their state constV 
tutlon guaranteeing victims' rights. In' 
recent years, state voters have given, 
such amendments approvals as high as 
92%. The American public 'recognizes. 
what many criminal justice professIonals 
seem to Ignore-that the system mus~' 
protect the rights of victlms, too. 

Mr. Cassell,. a proJessor at the University: 
of Utah College of Law, and Mr. Twist," a ' 
Phoenix attorney, are on the executive 
board of the National Victims' Constitu­
tional Amendment Network. .. 

._",' 
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Economic ScenejPeterPasseu 
The drive to put cost limits on 

regulatory benefits isn't dead, yet 

R:GULATOR'i reform, shorthand for t1te 
Republican push to require regulalCll'S to 
take aCCClunt of ecooomic costs as well as 

benefits In rule·maklng, ensiled 'and burned In 
the Senate last summer. But there Is a gllmmer of 
hope that a caalltiOll or Republlcan~ and moder­
ate Democrats can fashion a compromise -
rerorm lite, If you wJlJ - before it is hopelessly 
mind 111 electloll year politicking. 

Much depends an the willingness rl Democrats 
tD sacrifice what has become a dandy partisan' 
issue. Even llIore turns on t/le'I'1!SOIIrcefulness of 
Bob Dole, tlIe Senate majarity leader and the' 
Republican choice to challenge President Cliaton, 
who has very gaq,;I reaSDD$ anhe mmnent to 
demonstrate his idllvlogical flexibility. 

• • • 

miles from 100 mile!. Relying on the <XIui1S as the 
arbiter would, at very least, be cumbersome. "h 

, would amomt to a fIIll employment act for regu. 
latory lawyers:' says Robert Halm, an economlSi 

WIllIt a difference a year makes. With conser; at the American Enterprise Institute. 
vatlve Republicans riding ~, Mr. Dille led the ' DemDcrats charged that the Dole bill was a:J 

<barge fClf sweeping changes that would IIa ve iniritatiOo to irullify a quarter-century of health, 
required Fe11eral agencies to show tbat the bene- safety aDd eIIvlroJlmentIIJ rules and to tie up new 
fits of all regulations exceeded the tGsts. regulatory inltiatives indefmitely. They. friSht· 

As an abslraclilln tile concept is unassaJlable. med, ,enough feJIce-sftlmg senators to make !t 
By deflnillan, rules tlJat exact costs in excess of impclsslble to stop a flIitruster"eftec\ive1y killing 
benefits are bad ruleS. Ilesfdes, Robert Slavins, the bill berore Mr. ainton gat to v~1O It Indeed, 
BII economlsl at the Kennedy School of Govem- polls suggest that the bJ]J was a disaster fur the 
ment at Harvard, notes that even where the law Itepl!bllcans In Jjel)eral and Bob Dple In part/cu· 
prohibits consideration of coSIS In pursuit of man- lar, tarring tbem as lackeys of bnsIness i!ltensts. 
dated goals - the Clean Air A~t, for example - But regulatory change Is nat Quite dead. For 
regulators never truly ignored them. "SUrely It me thlng. policy wants from both parties are sUIl 
'Mlllld be Detter," he argues, "to CClnsi1~r costs In' beating tlJe drums for it Last week, a wbD'S who 
the front room rather tban t1te back room." . . of mainstream eoonmnlSls ranglqg from the Ho-

BUI some benefits are very difficult to quaIitify. bel laureate Kemetn J. Arrow to R!cIiard 1.. 
It is bard ~ 1liiY, fOI example, how much it Is SChmaleuee of MJ.r •• who, was aD adviser qn 
lWrth ~o make pIllIl offices accessible to wheel· ,regulation to Pres!d~~t George Bosh, published a 

, ellalll, or how much Americans wvuld lose If statement In Science magazille ~erend1ng the role 
pollutants fTllm .ilistant power plants reduoed 01 co.sl-beneflt analysis In Governmellt rule-mak-
visibility on the rim <if tIle .. Grand Canyon to 20 , iIIg. And lUday.!he Center tor l:nniwation and Ibe' 

... . ........ ',' .. ~ ." -, - .. " .~ ......... , 

Environment, a rumpartlsan arm of the Influen­
tiai Democratic Leadership Cvlincil, plans to call 
tor a "second generation of environrnenlaJ pro­
tel:tion" -: or.e tlJat faets up tv the costs of 
grilelling ilmerica 

More important, the politic~ 01 regulation re­
mains \IlllatUe, Mr. Dole needs 10 f1!ld a way back 
to the middle 11 he Is to vim the suppOrt 01 the 
milleral water and granola crowd in tile suDtirbs. 
Meanwhile, centrist Democrats, lriciudlng Se1l8-

, tor Carl levin of Michigan,. underslalld thaI last 
summer's !rlumpballt rejectlOJl of change could 
become thls sammer's failure to IlllYe factory 
Jobs In the S»'ing states of the Midwest. He argues 
that for the moment. environmentallsts have a 
ebance to negttlate from a posltiOIl of strength, 
compromising ta "get the issue behind us." 
, Mr. Levin fasbioned a kinder, gentler alterna­
tive to tHe· Dole bill lIIat would mandate cost· 
benefit analysiJ, yet giVe the eXecutive branch 
considerable leeway to lise other criteria in judg­
ing p'roposed rules. And wbile he Dotes tllat "it 
was unacceptable to busmess, eQvlronmental 
grollps and !he White House," tbe'poI1tiC4I'risksof 
delay CGuld stili drive the parties 10 the bargaIn-
Ing table. ' 

Mr. S\avlas cf'Harvard, one althe signers of the 
Science mqazlne statement, would like to see a 

, compromise that forces the agencies to weigh ' 
costs against'benelils ..and explain themselves K 
in the end, they, choose to override the policy 
dictated by the IlUmberS. That way, the political 
risks in Ignor1n& costs, Wlluld increase. At vel')' 
least the public woold learn whether it cost, say, . 
%J cents ar S2t,O.1} for each visit by a wheelcllair· 
bound American to the post office. 

• • • 
What is most tnJstratlngfn tills debate is that' 

the stalemate serves ltardly &Dyane's interest 
Mr. Halln argues tIIat "we have the tech1llcal 
know-how" ID refine rule-making, clarifying the 
facts urulermlninS ratkrull debate over Issues 
mnging from asbeslos to airline safely. SUl1lack­
Ing, apparentJy,·ls taith ilmong competing later· 
ests that more InformatiDD Is beller ,than less . 
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pOLICY FORUM 

Is There a Role for Benefit-Cost 
Analysis in Environmental, Health, 

and Safety Regulation? 
Kenneth J. Arrow, Maureen L. Cropper, George C. Eads, 

Robert W. Hahn, Lester B. Lave. Roger G. Noll, Paul R. Portney, 
Milton Russell, Richard Schmalensee, V. Kerry Smith, 

Robert N. Stavins 

The growing iml'"ct of regulationo on the 
economy has led both Congre$~ and the 
Administrarion to seareh for new ways of 
reforming the reglllatory proce .... Many of 
th~e initiatives call for grearer reliance on 
the usc of economic analysis in the devel­

. opment 2nd evaluation of n;gularinns. Otle 
specific ~pproach being advocared is bene­
fit<ost ~nalysi$, an 'ewnomic wul for com­
poring the de"irnble and und~ .. lrahle Im­
pacts of prOposed policies. 

For environmental, hel~lth, and safety 
regulatit'n, ben"fit> are typically defined in 
terms of rhe value of having a de~ncr en­
vironment or a safer workplace. Ideally, 
c~t3 .hould be measured In the same terms: 
the losses implied bv rhe increo$ed pric"" 
that re$ult from the co.~ts of meeting a reg­
ulatory objective. In pl1\ctice, the COStS tend 
to be measurt:d on rhe b".i. of direct com­
pliance COSts, wirh secondary consideration 
glven [0 indlrect cosrs, such as the value of 
time sf"ent wairinR in Fa motor vehicle in-
spection line. . 

The direct cosrs of feder<ll envirOnmen­
tal, health. and .~f"ty regulation ~ppear to 
be on the order of $200 billion annually, or 
a!-Jout the size of all dom~tic: nondefense 
discreriO'('lary spending (J). The hr;nefi<s of 
the regulations are 1e65 certain, but evi­
dence sugg~ts that some but not all recent 
resu12tio". would pa.. a bcneFit-cost res, 
(2). Moreover, a reallocation of expeondi­
tures on environmental, health, and s~fety 

--K J. Arrow and R G. Noll aro II') the Oep~~t of 
Ewnomir.s. StMford UnM3"'~ity. St~nford. CA 94305, 
USA. M. L C_ ... t t~9 Worid 8<>nk, 1818 H 3("",1. 
NW. Washington. DC 20433, USA. Q. C. Eads is at 
CharWul ~Ivor Assoolate~. 1001 Pen~ylvtVlIa Avenue, 
Nw. Washlnglon. DC 20004. USA. R. W. Hahn is at the 
Amaran Enterprise In3titute, 1100 17th Street. NW, 
WasNl1gton. DC 20036. IJSA. L. 8. Cave hl in the Grad­
""t. School'" Industrial OIgillliZBtiO(l, Carnegie Mellon 
Uriver51ty. Pittsburgh. PA 15213. USA. P. R. Portney l. al 
~\!I:sovrc:03 fOr tho Future. 16115 p street, NW. Wsshlng~ 
ton. DC 20036. USA. M. RUSMn hl in the Oooartment of 
Economq, Unlversrry Of Tennessee. KrlolCVi!la. TN 
37996, USA. R. Schmalensee is at me Sloan Scnool of 
Management. MasSaCl'l.J$etts InstItute of T~JOgy, 
Cambridge. MA 0'.139. USA. V. K. Smltn is at Ou!<e 
UnIY .. ~i'y. DUrham. NC 27708. USA. R. N. Stavi!1s is al 
the John F. i<ot1nedy SChool of Govomment, ~Iarvard 
UniverSity. cami)<1(jge. Mil 02138. USA. 

regulatlons h;.s the potential to save signif. 
icant numbers of lives whilc uoing fewer 
resources (3). The estimated COSt per srati~­
[1<:<Illlfe savt;d has v~tied across regui;.tions 
by a factor of more tn.." $10 mill;on (1), 
ranging from an estimared cC\:Ir <'>f $200,000 
per statistical life saved with the Environ· 
ment.l Pt",ectio" Agency'. (EPA's) 1979 
trihalomethane drinkin~ Miter srandard to 
more than $6.3 trillion with EPA's 1990 
h:l!l1rdous \1v;.l!'.to listir'1& for wooJ.pre:serving 

ch"lllicals (3. 5). Thus, a reallocark)n of 
ptioritie$ among these ~ame reg1.Ilation~ 
could .ave "'<'ny mOn, live. at the given 
COSt, or alternatively, save rhe same number 
of Iive.~ at a much lower cost (6). 

Mo,t econOm;'ts would arguc that !:CO­
nomic effi~iency, measured as the differ­
ence betwcen benefits and cosrs, ought to 
be one of the: Fundamental crlrerit'! for eval­
uating proposed environmental. hcalth, ~nd 
safety regulations. Becallse society has lim­
i<"d rero;'r.;cs to sp<:nd on regulation, ben­
cfit-cO$t analysis can h~lp illuminate d\e 
trade-off5 involved in making different 
kinds of sociallnvesrmenrs. In this regard, it 
seems almost irre''POruible to no' condue. 
such analyses, because they can inform de· 
c1si.ons about how SCarce re.,'IOurces <:<In be 
put to the weate~t social'!ood. Bencfit-c~t 
analY$is can also help answer the question 
of how much regulation is enough. From an 
erfldency standpoint, the .... ruwer to this 
question is simple: regulate until the incre­
menral benefit.~ from regulation arc jusr off­
set by the inc:remental C03Ita. In prat;.ticc, 
h(lwcver, the problem is \lIlAch more dIffi­
cult, in large parr because of inherent prob­
I,,",s in measuring marginal benefits and 
costs. In addition, concerns :lbout faimess 
and process may be important nonecunom­
ic f"CtOTS th~t merit cOIl.'ideration. R.cgula­
tory policies inevitably involve winners and 
k,scrs, even when aggregate benefits exceed 
~ggrellate o:;o.to (7). 

Over the years, POlicy-m3kers have ""nt 
mixed signals tegarding rh" use of benefit· 
cost ao"IY"'" in policy evaluarlon. Congress 
has passed wveral statutes to protecr health, 
safety, and the environment that effectively 

SClENCE • VOL 272 • 12 APRIL 1996 

I4J 003 

preclude rhe considerotion of benefits and 
coSts In rhe development of ceralin regulA­
tions, even though othe'( stDtutr;;.t'I actually 
require the lise of benefit-COSt analysis (8). 
Meanwhile, former presidents Carter, Rea­
R"n, "nd Bwh ~nd Pre6iclcnt Clinton have all introduced formal processe~ for review­
ing eCOllom ic implications uf major envi­
Tonmenl:-I-Il, health, and 8;~(c.;ty regulations. 

Apparently rhe E:<ecutive Bronch, charced 
with designing and hnplememing reguhl­
tinns, has 0"0;" " need to develop a yard~rlck 
againsr which the efficiency of tel,'!ulatory 
propOAAls can be assessed. Hcnefit-cost anal­
ysis 1-,,,, been the yard"~lck of choice (9). 

We suggest that I"'ncfit-cn~t ~nalysi. h"s 
:j potentially important role to play in help­
ing ;"form regulatory declslo,)-making, ;.1· 
[hough ir should not be rhe sole h~.;s for 
such deci~ion-making. We offer rhe follow­
ing eight princlples nn the appn.>priare u!;C 
of benefit-COst analysis (/0). 

1) Bl!1Iefit-cos[ lInCllysis is .... ,4141 far ,om­
l'aTlng !he favorable and unft1wrable effects of 
Policic.t. BeneFit-cost "n"lysis c:>n help deci­
si')"-makers better undersrand the implica­
[Ions of decisions by identifying and, where 
lippropri:uc, qU2ntifying the favomble and 
unf.~vorable consequences of a proposed 
policy ch:~nge, even when (nformacion on 
benefi~. and CO$t6, is highly uncertain. In 
Sl)Il1C cases, 'however, benefit,-cost analysis 
cannot he used to conclude that the eco­
nomic b<:",,,fits of l\ deCision will ""ceOO or 
fall shorr of irs cost5, because there IS simply 
roo much uncertainty. 

2) Deci .• iOTl-make.", .hould not be precb.u:led 
from consid¢ri:nl( the economic COSt3 and htMjit5 
of different paUciI/S in the ~lopmeru of regu­
ladons. Agero:i<!, •• ""wId be allowed w use eco· 
nomic analysis w help sec regulatory priorities. 
Rcmolling staturory prohibitions on the bal­
ancing of benefits and cOSts can hclp pro­
mote more efficient and cffe~riv" regul9tion. 
Congl'e$S could further promote mOTe effec­
tive use o( resources by explicitly asking 
aeencies to consider benefit-. and cooto in 
formulating their r<::gulatory prioritie.,. 

J) Benefit-cosc cmalysis should be required 
for aU major .... gulatm, tJ""uions. Although the 
predw. definition ,)( "major" requires judg­
menr (J I ), this general requirement should 
be applied to ,,11 govem,nent ogenei"". The 
scale of a benefit-cost analY5is should depend 
on both the stakes involved and the likeli­
hood th"t the r ... ulting WOmlntion will af­
("ct the ultimate deci5ion. For example, ben. 
cfit-co.o;t anal~ of policies intended to re­
tard Or h"lt d"pletio" of :n:rato~pherk oU)nc 
wer\: worthwhile bec3U5e of th.e large stakes 
involved and the potential for influenclng 
public P<)\icy. 

4) Although agencies should be required (0 

conduct benefit-co.,t Malyse.; for mtVOT deci­
sion. and to ."plain wh;1 th¢J ha..,. !ek"ted 
actions for which reliable evidence indicatl!s 
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maC expecled benefics are significantly less 
!han explcred cO"s, tho.~ """"",i~s .ho,Jd not 

~ bound I:ry smct benefit-co.lt tem. Factors 
other than aggregate economic benefits 
and coste, ~uch :::1:$ equity within ~nd I;lcross 
generations, may be important in some 
decisions. 

5) Bf!fII!fif$ and C()sts of propo.,ed policies 
shouIJ. be quantified wh~ possible, Best 
t.uimat.!.' should be p-resented (llong with a 
<kscriplion of the unc<Ttain<ie.s. In most In­
stances, it should be possihle to describe rhe 
effet=ts of proposed policy changes in qu:'In­
[;t"tive t¢rm>; however, not all Impacl:$ can 
be qU~lItined, let alone be eiven a moneUry 
value, Therefore, care should be taken to 
.... ure [hat quantitative factor.; do nor. dom­
inate important qUlllit~tive fnctOI'$ in deci­
sion-making, If an agency wishes to intro­
duce a "margin of safety" intl) a deciSion, it 
should do so explic;t!v (12). 

Whenever pos.~ible, values used to quan­
tify benefits and costs in monetary terms 
should be based on t""dc-off. that ind;vid­
uals would' rnake, either directly OT, as is 
often [he case, indircctly in labor, hOUSing, 
nr other mark",,, (13}. I3cnefie-c;oot en~lY"is 
is premised on the notion that the v~ll1cs [0 

be assigned to program effects-favorable or 
unfavm"ble-.hould be those of the affect­
ed individuals, nor the valucs held bv econ· 
Omists, 'lloral philosopher.;, environmental­
ists, Or othehl\. 

6) The mOre external review. that rel!Ular~ 
analyses receive, me better [hey are li~ly to be. 
Historically, the U.S, Office of Manage­
ment ~nd Budget has played a key role in 
reviewing selected major regulations, par­
ticul"rly ·[h..,oe aim,,-d u£ protecrlng the en· 
vironment, heAlth. and $~fery. Peer r",vi""" 
Ilf eCllOomic analyses should be ,'sed for 
regulations wl,h potentl~lIy large l'cono,lI1c 
impactl; (/4), Rctro<I'"ctiv", "",cssme ... ts of 
selected regulatory impact l~nalyses should 
be c.,rrl.,.J om periodically, 

7) A COI'I! set of qconomic assumption> 
should be used in calculating ht7lefits and coStS. 
Kr:y vmiables include the social di.~count rar., 
the tIlIl.., .. of reducing ri,ks of p.",,,,,,,,yc de"", 
crnd accidenu, Oond the value.~ (i,<sociared wi!h 
other imp-r""rnlrots in heal!h. It is irnportam 
ru be :tIhle to c(nnpa!'e rt;,utt3 al;;rO:S$ analy .. 
scs, and a common set of econ(lmic assump­
tions increas,,-s the fl'llsibility of such com­
r~risons. In addition, a C('..lmmon t'C[ of ap­
pr .. ,priare: cconl)mic nssumptior'l.~ can im­
prove the quality of individual analyses. A 
'ingl" nge .... y .hou!'1 ">tabli,h a set of de­
fal,l! vaiu(!S for [ypical hendits and cos," 
lind should develop a standard fomlat for 
pre&er\tlng r~;\l,Itt3. 

Both economic efficiency and imer. 
gcnerarlonal equiry ,equire (ha[ benefits 
and costs expel'ie" • .,d in (uture yea", be 
given less weight in decision-making than 
those experienced today. The rate at 
wh ich future benefits and co.t •• hould be 
discounted to present value~ will generally 
not equal the rAte of retllm 00 private 
invegtment. The disc.ount Ia[~ ~houtd in­
stead be based on how indiViduals tradc off 
current fOf future consumption, Given un. 
c:ertt\in[ie~ in identifying th~ correct dis­
count rate. it is appropriate to \)~e a ranee 
of rates. Ideally, rhe same range of dis­
co<ont rate •• hould be u.ed in all regulawry 
analyses. 

8) Although benefit-cost arttdysis should fo­
cu.. prima";l] on £lilt overaU relation between 
brnefits and cos~, a good anal,sis will (llso 
idemif'J im~ distributional consequences. 
Available dora orren permit reliable estima­
rion of l'n1tjor policy impacts on impor[~nt 
'~lbgrou('>S of [he population (15). On the 
other hand, enVironmental, health, and 
safery regular.ions are neitheT effecE:ivc not 
effident tnols for achieving redisrrihurinnal 
goals. 

Conclusion. Senefit-cost "naly~i. can 
play 'an im'porrant role in legislative And 
regulatory policy debates nn protecting 
aod improv;nl! heAlth, safety, nnd the nat­
Ufal environment. Although f,)rmal bene­
fit-cost analYSis should not bl: viewo:d as 
either nececllary ot' sufficient (l"lr designing 
sensible puhlic poliq, it Can prlWit\e an 
exception~lIy useful framework fM consis­
tently orgnniti ..... ~ di3par..,te informatinn, 
and in this way, it can grcady improve the 
process ~nd, hence, the outcome of policy 
,.nnlys;.. If properly done, heneflr-cost 
amlly~i~ can be of crcat help t" ag"ncies 
p!lfticip~ting in the Jevelnpmenr of en"i­
rt)nmenti'1l, hc;.tlth, nnd sufery rCJ.,.rulnrinns, 
and it can likewise he useful in ev~lu"ting 
agency dedsion-rn~king lmd in ~haping 
~tC\tu[es. 
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Economic ScenelpeterPassell 
The drive to put cost limits on 

regulatory benefits isn't dead yet. 

R
EGULATORY reform, shorthand for the 
Republican push to require regulators to 
take account of economic costs as well as 

benefits in rule·making, crashed and burned in 
,the'Senate last summer. But there is a glimmer of 
hope tliat a coalition of Republicans and moder· 
ate Democrats can fashion a compromise -
reform lite, if you will - before it is hopelessly 
mired in election year politicking. 

Much depends on the willingness of Democrats 
to sacrifice what has become a dandy partisan 
issue. Even more turns on the resourcefulness of 
Bob Dole, the Senate majority leader and the 
Republican choice to challenge President Clinton, 
who has very good reasons at "the moment to 
demonstrate his ideological flexibility. 

! 

• • • 
What a difference a year makes. With conser· 

vative Republicans riding high, Mr. Dole led the 
charge' for sweeping changes that would have 
required Federal agencies to show that the bene­
fits of all regulations exceeded the costs. 

As an abstraction the concept is unassailable. 
By definition, rules that exact costs in excess of 
benefits are bad rules. Besides, Robert Stavins, 
an economist at the Kenne.dy School of Govern­
ment at Harvard, notes that even where the law 
prohibits consideration of costs in pursuit of man­
dated goals - the Clean Air Act, for example -
regulators never truly ignored them. "Surely it 
would be better," he argues, "to conSider costs in 
fhe front room rather than the back room." 
, But some benefits are very difficult to quantify. 
It is ha'rd to say, for example, how much it is 
worth to make post offices accessible to wheel­
chairs, or how much Americans would lose if 
pollutants from distant power plants reduced 
visibility on the rim of the Grand Canyon to 20 

Niculae Asclu 

miles from 100 miles. Relying on the courts as the 
,arbiter would, at very I,east, be cumbersome. "It 
would amount tQ a full employment act for regu­
latory lawyers," ,says Robert Hahn, an economist 
at the American Enterprise Institute. 

Democrats charged that the Dole bill was an 
invitation to nullify a quarter-century of health, 
safety and environr:nental rules and to tie up new 
regulatory initiatives indefinitely.' They fright­
ened enough fence-sitting senators to make it 
impossible t8 stop a filibuster, effectively killing 
the bill before Mr. Clinton got to veto it. Indeed, 
polls suggest that the' bill was a disaster for the 
,Republicans in general and Bob Dole in particu­
lar, tarring them as lackeys,of business interests. 

But regulatory change is not quite dead. For 
one thing, policy wonks from both parties are still 
beating the drums for it. Last week, a who's who 
of mainstream' economists ranging from the No­
bel laureate Kenneth J, Arrow to Richard L. 
Schmalensee of M.I.T., who was an adviser on 

, ,regulation to President George Bush, published a 
statement in Science magazine defending the role 
of cost-benefit analysis in Government rule-mak­
ing. And today, the Center for Innovation and the 

Environment, a nonpartisan arm of the influen­
tial Democratic Leadership Council, plans to call 
for a "second generation of environmental pro­
tection" - one that faces up, to the costs of 
greening America. 

More important, the politics of regulation re­
mains volatile. Mr. Dole needs to find a way back ' 
to the middle, if he is to win the support of the 
mineral water and granola crowd in the suburbs. 
Meanwhile, centrist Democra!s, including Sena-­
tor Carl Levin of Michigan, understand that last 
summer's triumphant rejection of change could 
become this summer's failure to save faciory 
jobs in the swing states of the Midwest. He argues 
that for ,the moment, environmentalists have a 
chance to negotiate from a position of strength, 
compromising to "get the issue behind us." 

Mr. Levin fashioned a kirider, gentler alterna­
tive to the Dole 'bill that would mandate cost­
benefit analysiS, yet give' the executive branch 
conSiderable leeway.!o use other criteria in judg­
ing proposed rules. And while he notes that "it 
was unacceptable to bUSiness, environmental 
groups and the White House," the political risks of 
delay could still drive the parties to the bargain­
ing table. 
, Mr. Stavins of Harvard, one of the signers of the 

Science 'magazine statement, would like to see a 
compromise that forces the agencies to weigh 
costs against benefits and explain themselves if, 
in the end, they choose to override the policy 
dictated by the numbers. That way, the political ' 
risks in ignoring costs would increase. At very 
least the public would learn whether it cost, say, 
21 cents or $21",000 for each visit by a wheelchair­
bound American to the post office. 

• • . ' 

What is' most frustrating in this debate is that ' 
the' stalemate serves hardly anyone's interest. 
Mr. Hahn, argues that "we have the technical 
know-how" to refine -rule-making, clarifying the 
facts undermining rational debate over issues 
ranging from asbestos to airline safety. Still lack­
ing, apparently, is faith among competing inter­
ests that more information is better than less. 
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Dole to Offer Amendment 
To Health Insurance Bill 

By ROBERT PEAR 
WASHINGTON, April 1-7 - Sena­

tor Bob Dole, the likely Republican 
nomInee for President, has told other 
senators that he will try to amend a 
bipartisan health insurance .bill to 
encourage medic_al savings ac­
counts, a proposal that puts him 
squarely at oddS with president Clin­
ton. 

The proposal, strongly supported 
by conservative Republicans, would 
create tax incentives for people to, 
establish such savings accounts, to 

I pay medical expenses, as an altetna­
tlve to stalldard health Insurance. , 

, Conservatives like Senator- Don 
Nickles of Oklahoma, chairman of 
the Senate Republican Policy Com­
mittee, support such accounts, say­
illg they encourage people to take 
more responsibility for their medical 
spendIng and give them virtually un­
limited choice of doCtors and hospi­
tals. 

Opponents say the accounts appeal 
most to people who are relatively 
healthy and well-off, leaving tradi­
tional Insurance coverage to sicker 
and poorer people and thus making it 
more expensive. . . 

The chief sponsor of the bill, Sena­
tor Nancy Landon Kassebaum, said 
today that she would resist efforts to 
amend it. Mrs. Kasse'baum, a Kansas 
Republican, said she had the votes to 
block medical savings accounts. She 
said she feared that such a proposal 
would. undermIne suppoi1:for her bilI, 
whi~ is intended to make health 
insurance niore readily available. 

Mr. Dole, the majority leader, and 
the supporters of his proposal "don't 
have 50 votes for medical savings 
accounts," Mrs. Kassebaum said. " 

Senator Edward' M. Kennedy of 
Massachusetts, the main Democrat­
ic co-sponsor or' the legislation, said 
tonight, "The "addition of highly con­
troversial riders like medical sav­
ings accounts will certainly sink the 
bill. .. · 

The House last month passed a 
Similar but more complicated bill 
that includes medical savings ac­
counts. The bills are. the first major, 
effort to make health insurance 
more accessible to Americans since 
the demise of Mr. Clinton's ambi-­
tious proposal in 1994. Their main 
purpose is to guarantee that people 
in employer-sponsored health plans 
can· obtain health insurance if they 
switch jobs or lose their jobs. 

By pushing medical savings ac­
counts at this time, Mr. Dole would 
put himself at odds with Mr. ClInton, 
who ~arply Criticized such accounts 
when they were inCluded in the 
House bilI. 

But Kevin L. Kearns, chairman of 
the BusIness Coalition for Affordable 
Health Care, which represents 1.7 
million busInesses, smd, "Senator 
Dole needs to include medical sav­
ings accounts to put his stamp on this 
legislation." Otherwise, Mr. Keams 
said, Mr. ClInton will get all the cred-
it for it. ' 

Senator Robert F. Bennett of Utali, 
chairman of the Republicans' Health 
Care Task Force, said Mr. Dole out­

_ lined his plans at a lunch for Republi­
can senators on Tuesday. Two other 
Senators at the meeting, Mr. Nickles 
and Senator Trent Lott of Mississip­
pi, quoted Mr. Dole as saying he 
intended to offer the proposal on 
medical savings accounts as part of 
an amendment to the bill. 

Speaker Newt Gingrich is a strong 
supporter of medical savings ac­
counts, but when' the House passed 
its biII, he said, ~'lf the President 

sends up a veto signal, maybe we 
would have to back down." ' 

Without explicitly threatening a 
veto, the White House said last 
month, ':Medical savIngs accounts 
will provide a tax break for the 
healthiest and wealthiest individuals 
and attract them out of the general 
he<j.lth insurance market, potentially 
raisIng premiums for all other peO­
ple." 

Maneuvering over the' blll has 
strained relations between Mr.· Doie 
and Mrs. Kassebaum,' who is c1falt­
woman of the Committee on LabOr 
and ·Human Resources. -, 

Michael Horak, a spokesman for 
Mrs. Kassebaum, said: "She is ada­
mant that medical savings accounts 
not be attached 'to the bill. She will 
aggressively oppose such an amend­
ment, whether it is offered' by the 
majority leader or any other senator. 
She believes that attaching mediCal 
savings accounts to this bill wilL 
threaten enactment of the legisla­
tion, and she believes that man~ 
thoughtful Republicans support 
her." 

Senator Bennett, a co-sponsor ot 
the bill, said he had intended to sup­
port the "no amendments" strategy, 
but did not want to undercut Mr.. 

Going against the 
wishes .of a fellow •.•• ! 

Kansas Republican." 

Dole. 
"When -my leader has an amend' 

ment, I have to call my previous 
comments inoperative," Mr. Bennett 
Said. "With Senator Dole supporting 
it, I'm inclined to favor the amend-
ment" . 

Mr .• Dole is working with Senator 
William V. Roth Jr., the chairman of 
the Finance Committee, on the 
amendmerlt; which would also ill' 
crease the tax deduction for health 
insurance purchased by people who 
are self-employed. Democrats geri' 
erally support this proposal.' _ ~:: 

VirgInia Koops, a spokeswoman 
for Mr. Roth, a Delaware Republi: 

- can, said the amendment would aiso 
crack down on Medicare fraud and 
let people With terminallllnesses re­
ceive tax-free payments of amountS . 
owed to their survivors under IIte 
insurance contracts. . . " 

. Two Democratic Representatives, 
Robert, G. TorriceIli. of New Jersey 

. and Andrew Jacobs Jr. of Indiana, 
sent a letter to Mr. Clinton tod<lY 
urging him to support medical sav· 
ings accounts, which they described­
as a "wonderfully innovative idea.!!, 

People who establish medical sav­
ings accounts would use,them to pay 
medical expenses up to a certain 
level - say, $1,500 for an individual 
and $3,000 for a family. Under the 
proposals in Congress, people with 

. the accounts w~uld have to .buy in· 
surance to help cover medical ex~ 
penses exceeding those amounts. " 

An em ployer or an employee could 
put money into the account, and that 
money would belong to the employee: 
Any money not used in one year 
could be carried over and investetl: 
Earnings on such investments would 
not be taxed, and money withdra\\iD 
would not be subject to income tax 'if 
it was used for medical expenses. 



By JOHN H. CUSHMAN Jr., I enV!!:9'!l!!eAWn org~atJ9~ .. ~l"Qte. 
WASHINGTON, March 11 _ An., to. tell him that "the pro\Xlsal ,has 

other major propoSlU to give indus- numerous serious flaws." 
try broad relief from costly Govern' Mr. Levin's draft would encourage 
ment rules is coming to the Senate ,Federal agencies to take much more 
soon, but this time not from the Re- ' account of the costs of regulations 
publican leaders whose ambitious protecting public health, safety and 
antiregulatory agenda has been sty- the enViroriment, seeking to make 
~ed so. far. Instead, its author is a,n sure that the benefits are worth· 
influential Democrat, and hiS pr6- while. It wbuId also give the ,courts 
po~ ~as stirred deep unease amdng new grounds to review agency deci­
enVironmental,-labor and consumer sions.' Industry groups have long 
gro~ps and in, the Clinton Adminis-, complained that too often environ­
tratlon. , ,mental regulations cost more 'than 

Together they have fou~t for the they are worth. ' 
last year agamst a determlOed effort The bill is loosely patterned after Ii 
by Congressional Republicans to roll ' 
back health, safety and environmen- pro\Xlsal sponsored last year by Sen· 
tal regulations. Now they are in- ator J. Bennett Johnston, Democrat 
tensely lobbying the author of the. of Louisiana, and Senator Bob Dole 
new proposal, Senator Carl LeVin of Kansas, the majority leader, and 
trying to persuade the Michig~ backed mainly by Republicans, but it 
Democrat to ,scale back his bill or to omits many ,of the provisions that 
abandon it. And they are enlisting the' raised the ,fiercest opposition frnm 
United Auto Workers and other Democrats, who said the Dole bill 
groups with influence in 'his home jeopardized a generation of environ-
state to JlDderline their message. mental protection. It is considerably 

Mr. Levin's efforts behind the' less radical than the version that 
scenes have provoked this strong re- passed the House last year. 
action because he has the support of Mr. Levin said he was adamant 
some buSin~ss leaders :-vho may be that Iiis bill not override existing law 
~ble to convmce Republicans that he in situations where regulatory agen-
IS on the right track, and because he cies now give more weight to protect-
presumably could attract many -. '---. ' "' . .-' 
Democrats to jOin him. That combi. 109 public h~~th or the envlronm~nt 
nation might overcome the partisan than to IImltlOg cosf:S as they write 
divisions thatlPlled a regulatory ~Ies about clean air, wat~r pollu-
overhaul in the Senate last year. tlon, ,":,orker safety and the like. Ear-

Mr. Levin would not go as far as ' Iier bills left opponents f~arful that 
the original Republican proposal such laws would be. overndden. 
that the House passed last year. But And Mr. Lev~n sll;ld that the Senate 
he said he intended his measure to should pass hiS bill only With the 
force agencies to make real changes understanding tI1.at if:S fine print 

, in their rules, 'and that has alarmed would not be rewritten 10 subsequent 
; environmentalists; who fear under- negotiations with the ,House. 

mining a generation of protections "It is such a complicated subject, , 
against pollution. ,and th!! ground shifts significantly 

For weeks Mr. Levin has been' every time the House Republicans 
negotiating with environmental propose something extreme, which 
groups and Administration officials they have done .on so many occa-
sharing draft after tedious ,draft of sions," Mr. Levin said. "It makes a 

, his bill, but so far ~ey say they are more moderate approach to it very, 
not satisfied. They plan to meet with very, difficult. Everything gets 
him again on Tuesday. . thrown into a caldron of discussion 

At the same time, he has been 
working closely with representatives 
of th,e BUSiness Roundtable, a group 
whose members head the nation's 
biggest corporations. . 
, Mr. Levin, who said in an inter. 

view that he intended to introduce 
the bill this week, may be well posi. 
tioned'as a deal maker. . 

l:-<>ng an advocate of regulatory 
relief, he supported a bipartisan al­
ternative that the Senate narrowly 
rejected last year. Then he played a 
vocal role in staving oft the main 
Republican proposal, which died iii 
the Senate after Democrats three 
times defeated motions to cut off 
.debate and bring the issue to a 'final 
vote. 

Now the issue of curbing the Gov. 
ernment's regulatory powers is Sud. 
denly elbowing its way back into the 
limelight. Last week the House lead-
ership canceled a debate on regula-
tory relief when moderate Republi-
cans complained that a Republican 
proposal before the House went too 
far. Yei another proposal, offered by', 
Senator Christopher S. Bond, a Mis-
souri Republican, could come to the 
Senate floor this week.' . 

Meanwhile, many in industry are 
signaling that they would settle for 

. something less than the ambitious 
proposals the Republicans pressed 
last year. . 

Mr. Levin's bill, while not as 
sweeping as the· main Republican 
proposals, is intended to make signif-

.r-.. icant changes in how Federal agen. 
cies carry out a broad range of laws 
on public health, safety and the envi­
ronment, according to people in­
volved in drafting it. 

Last week, the leaders 01.13 major 

where instead of analytical Ian· 
guage, it is labels and preconceptions 
and generalities." 

Senator Levin said he·wanted· the 
bill . to be· considered carefully in 
hearings before the Senate Govern­
mental Affairs Committee before 
coming to the, Senate for a full debate 
- not tacked suddenly ont!) some 
other bill and voted up or down be­
fore most members understand what 
is in it.' ' ' 

But he conceded that "circum­
stances out· of my control" might 
force quick action without hearings, 
especially if the Senate considered 
broadening Mr. Bond's bill. If that 
happens, it might be Mr. Levin's only 
chance to bring his proposal to a 
vote. 
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Prosecutor Says Clinton Helped 
Ex-Partner Get Improper Loan' 

UTILE ROCK, Ark., March 11 
(AP) -::.., As Governor of Arkansas, 
Bill Clinton helped secure a $300,000 
business loan for a business partner 
that she Instead put Into her personal 
checking account, a Federal pros­
ecutor argued today at the opening of 
th~tewater trial here. 

The pat!!.l.er, SUsan McDougal, had 
told the finanCier. David L., Hale, 
that she was going to use the money 
for her real estate,marketing compa­
ny, the prosecutor, Ray Jahn, sald In 
his opening statement. Mr. Hale 
spoke with Mr. Clinton abou(the loan. 
later,Mr. Jahn sald. 

Mr. Jahn sald that Mrs. McDougal, 
her former husband,' James B. 

, ' 

The opening of a 
trial related to the 
, Whitewater inquiry. 

McDougal, and Mr. Clinton's succes­
sor as Governor of Arkansas, Jim 
Guy Tucker, got nearly $3 II1illion In 
illegal loans from Mr. Hale 'In the 
mid-1980's. ' ' 

"It was the Intention of the defend­
ants to go In, obtalil the money, make 
their profits and sneak the money 
back," Mr. Jahn sald. "This was 
nearly the perfect cnme. Until David 
Hale caine forward In 1993;the crime 
was undisCovered" ' 

Later, defense lawyers attacked 
Mr,. aale's 'credibility and urged ju­
rors 'not to believe him. 

"He was a frau!! froin the top of his ' 
head to the bottom of his feet," said 
Mr. Tucker's'lawyer, W. H. Sutton. 
~r. Tucker and the McDougals, 

are accused of arranging sales of 
real estate at inflated prices to fun-

nel extra money Into Mr. Hale's Cap- , I 
ltal Management Services, a lender 
backed by the Small Business Ad­
ministration. Mr. McDougal faces 19 
charges, Mr. Tucker, 11, and' Mrs. 
McDougal, 8. 

Neither Mr; Clinton nor his Wife, 
Hillary, are charged In the case. 

, During a break, Mr. T\lcker said 
he did not recall the eventS the same 
way as the prosecutors. 

"I've heard almost nothing that 
was accurate," Mr. Tucker Said. 

Sam Heuer, Mr. McDougal's law­
yer, said; "That meeting between 
Hale and Clinton at the capitol nev~ " 
er, ever, ever took place." 

Mr. Clinton has called Mr. Hale's 
claims "a bunch of bull." Mr. Clinton 
is expected to testify for the defense, 
probably In early April His testimo­
ny could be given In person, via 

, videotape or by satellite. . 
, Before the court convened today, 

Mr. McDougal said he had declined 
an offer of immunity from the Gov­
ernment In ,exchange for his testimo­
ny. Government lawyers denied 
making the offer. 

Mr. Jahn acknowledged that Mr. 
Hale, was a convicted felon, but he 
maintained that Mr. Haie had been a 
trusted member of a circle of con­
spirators until he began codperating 

,with Whitewater investigators. 
TheClintons ,and the McDougals 

were partners In the Whitewater 
land land development In northern 
,Arkansas. ' 

Mr. Jahn gave his opening state­
ment to a nine-woman, three-man 
jury after Judge George Howard Jr. 
of Federal District Court reinstated , 
a black woman on the jury, saying 
she had been improperly excluded by 
the prosecution. 

The jury has nine white and three 
black members. One alternate is a 
woman who has, worn a Star Trek 
uniform to every court seSSion. 



I ADVERSARIES BACK .. 
POLLUTION RULES 

NOW ON THE BOOKS 
BUT FLEXIBILITY IS URGED 

Clinton Panel of Activists and 
Industry to Issue Report­

Campaign Use Hinted It \ 
By JOHN H. CUSHMAN Jr. 

WASHINGTON, Feb. 11- After a 
year in which industry and environ­
mental groups have been at war 
over Republican-led efforts to roll 
back Federal environmental regula­
tions, a Presidential panel with ad­
versaries from both Sides has 
reached a rare consensus that while 
the existing system. can be im­
proved, it must not be weakened. 

Rather than strip away many en-· 
vironmental regulations, as Republi­
cans in Congress tried to do last fall, 
the panel calls for a new regulatory 
framework to give businesses more 
flexibility in preventing pollution -
but only if they can perform better 
than is required under the current 
system of strict safeguards. 

The group included two sides that 
are more likely to be found in court 
than at a negotiating table: leading 
companies In the oil, paper and 
chemical industries, all of which 
have supported Republican propos­
als for regUlatory relief, and major 
environmental organizations that 
have accused the industries of trying 
to undo 25 years of progress. It also 
included members of President C1in­
ton's Cabinet and labor and civil 
rights groups: 

In Its final ·report, the panel, the 
PreSident's Council on Sustainable 
Development, also calls for a com­
prehensive review of taxes and cor­
porate subsidies, almed at increas­
ing taxes on pollution and consump­
tIOn 10 exchange for cutting income 
taxes. ' 

It urges long-range steps to stabil­
Ize the country's population, includ-
109 more Federal money for famlly­
planning and contraceptive re­

. search .. ·And it says the United 
States, "even in the face of scientific 
uncertainty." should lead the world 
in heading off serious or irreparable 
global trends like climate change. 

.The report will be Issued by the 
White House in the next few weeks 
and .in the months ahead it appear,; 
destmed to serve as the environmen­
tal platform for Mr. Clinton's re­
election campaign. Members of the 
counCil, created by the President in 
1993, gave a copy of the report to The 
New York Times. 

For months, Mr. Clinton has' been 
striving to make environmentalism 
a key issue separating him from the 
Republicans. The report offers him a 
coherent environmental credo that 

Continued on Page B7, Column 1 
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is not anchored in the status quo anc! 
that draws support not only from 
liberals but also from businesses. 
. "Implicitly, this denounces the 

kind of· work that the Congress has 
been up to for a year," said Kathleen 
A. McGinty, who heads the White 
House Council on Environmental 
Quality and who as Mr. Clinton's top 
environmental aide worked closely 
with the President's Council on Sus­
tainable Development. 

·"The environment is something 
that brings us together as a nation. It 
is a deplorable idea to use it to polar­
ize the nation." 

The President's council spent 
three years touring the country and 
debating how to balance economic 
growth and environmental protec­

. tion. Among the members were lead­
ers of environmental organizations 
like the Natural Resources Defense 
CounCil, the Sierra Club and the En­
vironmental Defense Fund, and ex­
ecutives of the Georgia-Pacific Cor­
poration, the Enron Corporation, and 
the Chevron Corporation: 

"The current polarization is just 
the reason why our agreement is 

,important," wrote the council's c0-
. chalrmen, Jonathan Lash, president 

iProposing more 
flexibility in . 
preventing pol/ution. 

of the World Resources Institute, and 
David T. Buzzelli, vice president of 
the Dow Chemical Corporation. 

At the outset, council members 
could not even agree on the basic 
Issue of whether economic growth in 
Itself was a good thing, they recalled. 

The report binds no one and the 
recommendations are often vaguely 
couched, but these weaknesses may 
be offset by the political power of a 
joint statement from such an unlike­
ly coalition. . 

Mr. Clinton has already begun to 
adopt the. report's language, as he 
did In caJlIng for tough but flexible 
environmental standards In his State 
·of the Qnion speech In January. And 
some of the report's language Is un­
mistakably redolent of the campalgn 
trail. 

"Americans want to take back 
Control of· their lives," the report 
proclalms, at once acknowledging 
and endorsing a shift of environmen­
tal power and responsibility away 
from the government and toward 
individuals and enterprises, 

!he report's chapter on regula­
tions Is perhaps the most pertinent to 
the current political debate. 

"We didn't start the conversation 
by asking, 'What are we going to roll 
back?'" sald Mr. Buzzelll of Dow 
Chemical. "You have to say, 'What 
do we have that is worth keeping, and 
what do.we really need to do to get 
better?' tI 

Mr. Lash of the World Rc.~n.ces 
Institute added, "There was a strong 
feeling on the council that if you pull 
the foundation stones out, it is really 
hard to go ahead and build a new 
building. " 

Republicans in Congress, strongly 
supported by bUSiness groups, tried 
and failed last year to undo many 
environmental regulations, provok­
ing an Intense struggle with environ­
mentalists and the Clinton Adminis­
tration. While Republican leaders 
have promised to.try once agaln to 
push through changes this year, the 
momentum Is gOing agalnst them, 

and they are likely to take a more 
moderate approach. 

In recent weeks, however, many 
business leaders have begun advis­
ing Republicans in Congress that 
they should scale back their earlier 
proposals, if they expect to succeed 
in providing any regulatory relief to 
industry. 

The President's council shares 
some of the goals but few of the 
methods of the Republican approach, 
.which would have changed how ex-
isting environmental laws are car- \ 
ried out by imposing elaborate new 
studies of costs and benefits, and by / 
opening up new opportunities for in- . . 
dustry to challenge burdensome 
rules in court. 

Instead, the council called for add­
Ing, not stripping away, a layer of 
environmental protection. The cur­
rent system of standards, deadlines, 
permits, and Inspections, while' 'It 
might be modified, would be retalned 
as a kind of safety net. At a higher 
level of performance, companies 
would be free to innovate. 

To this end, the report endorsed 
using financial Incentives II)stead of 
dictates to discourage pollution, and 
putting more emphasis on results 
than on how they are obtained. The 
aim less costiy, but not less effective, 
pollution control - and, wherever 
poSSible, preventing pollution rather 
than spending to clean It up. 

"Regulations that specify per­
formance standards based on strong 
protection of health and the environ­
ment - but without mandating the 
means of compliance:"" give compa-i 
nies and communities flexibility to . 
find the most cost-effective way to ! 
achieve environmental goals," the 
report sald. . 

"But this flexibility must be cou­
pled with accountablllty and enforce­
ment to Insure that public heaith and 
the environment are safeguarded." 

It called for giving agencies like 
the Environmental Protection Agen­
cy specific authority to move away 
from "one size fits all" regulations. 
But it warned that a proliferation of 
pilot programs and demonstration 
projects would drive the agency's 
budget up, not down, as Congress has 
tried to do.. . 

In Interviews, members of the 
council sald the report was no less 
Important for having steered clear of 
detailed prescriptions for new poli­
cies, new legislation, or new pro­
grams. Instead, they said the council 
chose to cite ground-breaking pro­
grams that are already getting re­
sults, often without much publicity. 

The "most important finding" of 
the counCil, the report sald, is that 
new approaches can work only If 
they are based on collaboration and 
consensus. 
. That has)leen a consistent refraln 

of the Clinton Administration all 
along, but one that has not always 
worked as hoped. In disputes over 
issues like forestry and -automobile 
effiCiency, some of the. Admlnlstra- ' 
tion's previous efforts at building 
consensus were disappointing. 

The early arguments over whether 
growth was good or bad finally were 
answered in ths-very first words of 
the statement of beliefs that all the 
members finally endorsed: 

"To achieve our vISion of sustaln­
able development, some things mu~ 
grow - jobs, productivity, wages, 
capital and savings, profits, Informa­
tion, knowledge and education - and 
others - pollution, waste and pov­
erty - must not" 

lb8t formulation, obvious as It 
might seem, drove the group toward 
a central conclusion: that effiCiency, 
profit and environmental protection 
are all linked. "Pollution is waste, 
waste is inefficient, and inefficiency 
Is expensive:' they summed up. 



Hourly News Summary 
A~ound the World, Around the Clock ••• with United Press International. 
-0-
The candidates are busy in anticipation of tonight's important Iowa 

• It's their chance to un-seat Bob Dole as the GOP presidential 
front-runner. 

Three other Republican contenders appeared at a Des Moines 
weekend, with several thousand conservative Christians. Texas 
Gramm,"comentator Pat Buchanan, and talk show host Alan Keyes 
pledge vowing not to legalize same-sex unions. 

-0-

rally over the 
Senator Phil 

each signed a 

Authorities say one of the engineers in Friday's deadly train collision in 
New Jersey was involved in several earlier mishaps, including a derailment. 

Investigators say engineer John Decurtis, who drove one of the trains in 
the accident that killed three and injured 162, was suspended more than 100 
days for bypassing red signals, skipping a station and once derailing a train. 

-0-
President Clinton has declared parts of northwest Idaho a disaster area 

because of heavy rain in the past week that has caused flooding. The Federal 
Emergency Management Agency is coordinating recovery operations in nine 
counties and the Nez Perce Indian reserVation. 

-0-
Pope John Paul II says youth are open to "fraternity, peace, dialogue" 

and has called on them to be "craftsmen of social renovation" to help 
confront drug trafficking, violence and other problems. The address before 
200,000 Venezuelan youths came on the last day of the pope's Latin America 
trip. 

-0-
Researchers say religions of all kinds seem to help people stay healthier 

and live longer. 

The scientists say "at the annual meeting of the American Association for 
the Advancement of Science that theories differ as to why, but twenty-two out 
of 27 studies link church attendence with lower disease rates and longer life. 

-0- . " 
A boy believed to have died in a brushfire that trapped a Hong Kong school 

hiking group has been found alive but there was no trace of a teacher missing 
in the outing that claimed four lives. 

The discovery of the boy left unclear the identities of the four bodies 
found in Hong Kong's semi-rural New Territories near the Chinese border. 

-0-
By Shirley Smith (UPI) 

, 

****filed by:UPI-(--) on 02/12/96 at 05:21EST **** 
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· Wedne tenj 1n 1987CorreCuslngloswearIOGOOorniake' , fully,'apply' for a notary :lIcense and wlll':servative Christian' COalition' and IS'loath" 
slve as Sen. Dote's bill, Sen. Bond's pro-. ,; . a pledge. MSi O'Hal.r, an· atheist and contlnue,todoso;" '.:, '.'., :::.". ;'·.to drop' a )lOMtion In which he. believes , . 
posII,1 calls lOt a number 01 regulatory" . . granddaughter of prominent atheist Mada· . c· "1t's.amazlrigtomethatSoutIiCarolina -' .Cundamentaltsts sympathize, the offiCials 

, overhauls. sllen as slmomlcaupo or· nm .. ·· , Iyn. Murray-o'Halr,'had sald"lhat even ," Is ~efendtng (ltsl eonstltutlont says. Mark '.' sal" .. - " . .' 
· guage and forms for small·buslness regu·, pledging to lell the: truth. would be a' Stern, an -attorney' with Ihe American'" , Robyn. Zimmerman, a spokeswoman 
tatlon.·"· religious act.· Ms: O'Halr was. released, Jewish Congress In N~w York. .' '. Cor.the governor, dentes thaI he Is motl·, 

. Another propoSal ·to strengthen the after six hours tnjall, bul aCederal appeals. . . Mr. Silverman .. a foundlrig member of • vated by political considerations and says 
Regulator lilt Act Is part of new court In Texas laler refuSed her requesllO Secular. Humanists of the Low COimtry,.,a '. he believes he. shouldn't,:'~nllaterally reo 
regu alo'r e s a on e n writ,', .Issue rules for judges on handltng non be-, . Jrl'9up dedicated to religious tolerance, won'.':' verse years of t~,adltlon,. l!.there needs 

· ten res 0 ,a Virginia. ,.!Ievers., '. " ._'. .' " " a-round I~ his courl battle last summer.:. to be a .change, . she a~ds, It should be 
'Democrat,' and others. Inat .projiosal .. , '. Lawyersf~r,reltglous'rlghtsgroupsadd Thats when' South Carolina state court .~one.by the state court. . . 
hasn't yet 'been Introduced on the Senate .. :CoUege of Charleston, "II s more of . a clvll- tha\'coutts.haven't addressed Ihe legality; ,Judge Thomas.L. Hughston Jr. tn COlum' . For his part, Mr. Silverman Is am.azed 
rtoor, a spokeswoman for Sen. Robb says. • rIghts Issue than anything else: Ijustwant of. references to GOO In government seals .' bla ruled that the First Ameitdmenl pre· that South Caroltna Is spending tens of 
_ ". Some smalt·buslness advocates 'ask : Ii backwards law changed." . ". , ,and the common practice of government vents the state froin: reqUiring publtc of." thousands oC dollars In legal fees to oppose 

. why lawmakers donTse aralel .~ .': Mr, Silverman's case' comes as'lhe .·offlclals voluntarlty Inserting the phrase .. Clceholders to have religious belteCs, even a:· 'hl~ appltcatl0!l. "It's crazy," he says. "I 
bill that conststs : ReltgJous Right Is gaining polltlcalwwer ·"so help me God"ln their Inaugural oaths; baste belieC In God. Judge Hughston gave'. can t~at~ at a state·su~ported Institution, 

· teet 0 e a 0 . . and push!ng Its agenda 10 put more relt- .'. Some U.S; Supreme Court justices have . the state 30 days to act on Mr. Silverman's butt can \ be a notary. 
"The Idea that the Regula ory lIty: glonlnto publl~ lICe; Just last week, the suggested In .oplnlons'and dissents thilt' notary applicaUon. • ..... . '. - . 
. ~CI will pun along Ihe other leglstatlon Is c· '; state :'Senate In Tennessee ·approVed" .. ' such common applications are too trtvlalto .... The slate, Which hasn~lyet addresseit·, Micrografx ~ays It Settled Suit . 

· ,simply> not going 10 work," says Jere 'Jesolutlon urging homes, businesses and . amount 10 governmenl "establtshmenl" oC' the provlsloll:s constitutionality, Is'appeal' . RICHARDSON' Texas ::..:' Mlcrografx 
="':-'''==;,===::;:S;=;=~' glover;'headoCtheSmaItBuslnessAdmlii, ·;sChQ91stopostandobservetheTenCOm- religion, Lasl'week, Ihe high court·let: lrigthejudge's'declslon ori .procedural lric. said It settl~ a suit It had filed 

· Istratlon's Office of AdVocacy: No one In .; )nanl\llients, despite an opinion by the 'sta,nd a state Supreme Court ruling allow·,' gr~u~ds. It Insists !hat the governor re- -'recentlyJn federal district court In Dallas 
COngress. however. has pllt (ortb such a .. ;. ~!a~e jltlOrney general thaI the measure Is . lng, COlorsdo. to keep a. monumen,t. en," jected Mr, Silverman's notary appllcatlo~ against the Binney & Smith unit of Hall. 
prop.osal. ' unoonstltutlonal. And. In South carolina, graved with the Ten Commandments!n . for technlca.l reasons, Including his failure mark Cards Inc., Kansas City; Mo; 

;.thll: t(eCretary of state says that, as a . a public park. . ". .' . 10 get enough signatures of support from' At Issue were the terms of a license 
. : !;h!1s!Jlln, he ~lIeves. the 128·year-old Mr,SlIverman, however, has U.S. SUo his state Iegl~lative delegation. Mr, Sliver- agreement between the two companies . 

. : ~ Suprem~, Being clause In the state con· . preme COurl precedent on his side. Thirty, man says the state hasn't been that nit, . The settlement extends to MlcrograCx, a 
t~~~~~~@]~~~~;~~~. ;s.tlt,~t\Iln. Is exactly the way It ought, t~ . live years ago, the high court declared picky with any of Its 33,000 other notartes' software concern, Ihe rlghl to sell and 
~ . : ~!" . : . :" " . . unconstitutional a Maryland law requiring .' and that Its real motivation Is religious; market Its Crayola Art and Crayola Art 

.•... Legal experts say Mr. Silverman s bat- notaries to bellev~ In God. The drafters of Most notaries. pay a $25. fee and. are Studio 2 software products through March 
::II!!.aISo highlights large~ .. questlons ~bout the .u,S .. Constitution and First Amend· . routinely approved, slate oCCiclals ac· 31,1997, .the.company said. . are designed not 10 

· stop' regulations to make sure they are .. 
C~lr and good," he says. "To the extent I 
thaI we can do more oC Ihat, I Ihlnk the . 
~ntlre economy, In~ludlng small business; 
'wlt! benefit.': 

--------------..... , ,-,--------, 
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, New Proposals 
On Encryption 

. Internet Coalition. Plans 
.' r. 

. ~~. ,- ,",'" . t! 

, Get Tepid Response 
, . 

By JARED SANDBERG " 
Stafl Reporter 0/ THE WALL STREET JOURNAL. 

Two bills are expected to be' intro­
duced in Congress that try to resolve 
the deadlock between ,the administration 
and the Internet industry on software. 
encryption, but industry executives' are 
lukewarm to the new proposals. " , 

, The two proposals, sponsored by Demo­
cratic Sen, Patrick.J. Leahy of Vermoni 
and GOP Rep. RobertW, Goodlatte of 
Virginia, seek to loosen government re- . 
strictions on encryption - mathematical 
formulas that are IIsed to scramble data 
beyond recognition of eavesdroppers. The 
government prevents the export of strong 
encryption because it hampers its efforts 
to ,monitor the actiOns 'of terrorists and 
foreign governments, The Clinton admin' 
istration wants to set up government­
approved repositories that keep copies of 
mathematical keys for deCOding encrypted 
information, so,law enforcement officials 

, ~'can decode private communications if·' 
granted a court order. ' . 

. Those poliCies have met with Uniform 

, S~it Oppo§ing Restrictip~ , 
: ' ,s> e WALL STREET IOURNAL s.'lfJ Repon.,. 

PHILAD~HIA ~A broad-based co­
a1iti,on ~f Internetcompa,rues. trade or· 
Pl.'lZations and high.technology civil-lib­
erties groups are expected to file a law-, '. 
suit today eballenging the constitutional:" , , 
ity of the new telecommunications bill's 
restrictions on on-line communications, ' 
further fueling ,opposition' to the new 
law. ", " 
, The ,4o-member group, dubbed' the 
Citizens Tnternet Ernpowennent Coali- .:.. 
tio~. includes the American ~brary As· 
sOClation. Ibe Association for ,American· 
Publishers" the Newspaper Association 
of America and: high-tech companies 

, such ,as MIcrosoft, Corp. and America 
"Online Inc. The coalition seeks to cbaI­

lenge the so-called. Communications De­
, , ~ency Act, whieb makes It illegal to make 

, mdecent" materials aVailable to mi­
, ,;. nors over computer networks. Violators 

of. the' measure, which was' signed into 
law by ~idel!t ,Clinton earlier this 

, month, Jaceup to $500,000 in: flOes and 
- two years in prison: ' 

, The coalition, whieb is expeCted to flle 
a 75-page complaint' in, U.S., District 
Couri bere, say that the law infringes on 'I . 
t!'e First Amendment's speech protec­
tlOns, , by "defining "indeceney," too 
broadly' and vaguely, allowing zealous 

,prosecutors, for example, to enforce the' 
'law against langUage In literary works 
~nd sex-education manuals, ' '.' 

distaste on the Part of the industry execu­
tives, who say that widespread use of . 
strong encryption is essential to the suc· 
cess of electronic commerce over the inter­
net. They argue that the administration's 

export restrictions on strong cryplligra- lFr=~====::==':====:::; phy, determined by the length of the 
key needed III unlock the code, are hurting . 
business' abroad where competitors cali " . SEC Reve;r., s.esRule,'iJa .• m,rIJT, . , 
freely offer stronger encryption software. ,:,-0 

Producing a separate weaker version of " Some.PolltJcalDonatwns· 
encryption software for foreign inarkets ,BIle WALL STUET louBNA1.suirJliepono; 
not only raises costs but is beroming. -WASHiNGTON -The Securities and 
pomtless because hackers can now access - . ExChange Commission reversed:a rule 
computers powerful enough to break the that blocked many munldpal-bond" 
weaker code. . . . , .' dealers',from contributing. to California 

"The federal, government's' ideas' aD Gov. Pete. W1lson'sshort-lived presiden-
,encryption are based on a situation which tiaI campaign last year." " . 
may have existed 10 or 20 years ago with " The SEC approved a Municipal Secu- ' 
very httle realization of, the realities of ' rities Rulemaldng Board proposal to' 
today." said Sen. Leahy .. "We're noi going scrap the previous position that munld- -

" ," •• t "';'".: 

$l~ HiripgActivity,.:-
: S~ested by ,NeW Suryey . ; 

~ .8)14" WALL STREET Jo~At. SUJJI BeponeT,' '- ~ 
, MlLW~UKEE - A'quarterlyjob-out-:; 

.look survey suggests'that hiring ~ctil'ity '. 
. in, the second quarter will be the mbst. ' 

. sluggish iii nearly two years. ' , c· , 
On a seasonally adjusted,basls,'13'r.: 

,more employers'will be adding~to their 
work' force-next quarte~ ,tt.an reducing, 

. staff, the, survey by ManpowerInc;indV 
cates. That Is below the 16'1; net·birillg, 
increase projected for the current cjuar-,' '_ .. ,C, 

te!;lII)d well below lbe18% gain in lbei995 ,: ", , ' 
, secol!d quarter. The last time the net-bir-, 
, ing figure- waS as low was in the fiist' " 
quarter 00994,' when Ifw8s also 13%, ': 

;'A coritinwnguncertain!YprevallS 
.. among'the nation's' employers\vhich, 
, inhibits job growth.'" said Mitebell Ii:: 
Fromstein, 'presldent of the Milwaukee­

, b¥ed,: temporary-help concern. ":Wbile . 
the uncertainty ~mparedtolastyear's 

: levels is evi~ent across ,all geographies', 
" there ,are. no InC!lcatioDs ,lIIIywhere.o( 
, condltions'that normally lead to j~b .. re­
:"cesslon. 'The slgUs • rather indiCate. a 
::perslstlng cautional-y' approaCh)" ~ 
; •. Before,adjusting for seasonal factors; 
: 26% of the 15,000 surveyed firms plan to' 

add staIf in the upcomIng tbree months 
C whUe.,8%anticip.!ltestaff 'cutbacks; ,the 

, ~urvey ,found. 'Sixty:tbree percent .. 

" .," 

~haven't Clianged their hiring plans and,' 
i 3%,are !ID~ecided. TbiS, unadjusted mit:, " ---:' .. : '; 
hiring' gain oU8% contrasts with 8'l'. IIi .. 
the cllmlnt quarter an(23%ayear ago: j " . , 

",' }' 

[AS. 'Resk~e5fssets ' '~' 
iJ~CJ~d,jnl,*1Uiry-,:~ 

J • -•• ,:::.,' • ~ ... - - _ • "/_;_i' ,"."._ 
'. . " -' .~.,; , 

. SrI Ii WAU. STllEE'I' 3o~~~J ~ 

.' 

. , 

, '; WASHINGTON'''; U.S; offidaireserve 
.. ~ets ~eli S3.12:billton'in January to $82.72 , 
,·',bl!Uon, the'Treasury Depar!ment said:'. ,~< 

to sell our computer programs if we' bave pal dealers'couldn',t contribute to a gover-
outdated computer technoiogy, especially nor running for president until the caDdI-
if people can buy it in Europe or Asia." date wason the'baIIot' Injurisdictions 

January's decrease compared' with: a" 
,. S77 million incre~in !'e5erv.-asSets in' 
., ; ~mber to SSS.83 bllllon;tbe ~epartment 
, 5ald.:U.S. reserve assets consISt of foreign' The two new bills would allow for the where the donors live. ,\'.,' . 

export of much stronger encryption pro- . The action Is the latest in a series of 
. vided that level of security was "generally ',- , • refinements' to a "controversial rule. 

available." Sen. Leahy's proposal states , draftedby,lbe MSRB' and appr'oved by, 
that the key-escrow schenlewill be volun- the SEC to combat the practice ItDOwn as 

,.currendes:gold,speciaI drawing rights at . 
, the International Monetary, Fund anei the 
'. U.S.' reserve pQsItion ~ Its ability to draw'· 
; fore!gn currencies-at the IMF. ". ..,' 

, . .. :. ... , 

: :: 

" 

" " 

" :. 

•• ,c .~ • 

'. ,~ 
tary. and establishes rules by which'com- '. ',''paytoplay,'' wberebybond dealers con·" 

, panies rather than government'agenCles',, tribute to state an_d local offiCIals' cam" 
~ Theoation'shoidingsofforelincurren'''::; ',)' 

, 'ey, fell ,$2.52 billion in January'tO $46.58' , ' ," ., 
, ,". :bl!li0n, whUe,:ltsgold, reserves rose '$2,' ',,' would hold'the keys'for decoding data. paJgnsin' bopes of winning bond.bUsi· 

These companies would be liable for ness: The SEC, ,while i:rantlng accele., 
abuse of 'keys and'subject to strict proce- ' ated approval of the rule change,lnvited 
dures for releasing the keys to law enforce- comments by March 15; , .' " 
ment ' , ' Under the basic rule, dealers aren't' 

Though industry executives welcome: barred frol!l making contributions to 
the bills, they say the measures don't go . ,state an~ I~ officials, But the rule sets 
far enough to,unshacltle high-teeb campa. ' . ,a S250, lI,!l1t, on c:ontributions to candi- , 

','_ · ... mIlli01)cto,Sll.05 billion. U.S. holdings of 
' .. ':IMF special drawmg rights last month fell 
, $259 million' to SlO.7S' billion, ,and, Its 
. ,.reserve',posit\on at·lJ1elMF ,droPPed $337 ' 

.'- ,l1\IIIIon !"SI4.31 bi)lion.' '''',,' ., , 
~ ~ ;:. : • I,; 

, ".' 

" " '. " 
. ,"t" ., 

nies. Tbomas ,Parenty, 'product manager" dates 10 Jurisdictions where 'the donors ' 
at the database finn Sybase Inc .. ,said that ,are entitled to, vote;, if. the amount Is' I, 
,both bills represent "a good start," But by , eXCeeded., their fmns are, barred from 

.. :. ,. 
;':" 

aJlowmg U.S. companies to export encryp- ,domg b~mess,ln the jurisdiction for two 
tion only as strong as that.which Is avail- ,years., ' . _ '.., ' 
able, overseas, Mr. Parenty said. 'the bills 
won t allow them to innovate and produce 
superior products. ' 

And putting keys in' the Iiands of 
third-party c0!Dpanies. they' say. is still, 
Ilkely to meet mdustry opposition. ' 

People familiar with the bills said one . 
motivation is to build support for a private ".' 
version of the key-escrow concept, which' , 
could be an opportunity for several compa-, 
Dies who are selling products based on the 
idea. "It would establish the legal frame­
work for their implementation to go for-' 
ward." said James Bidzos. chief executive 
officer .of RSA Data Security Inc,. an: 
encryptlon·software company in RedwOOd ' 
City, Calif. 
, - Don Clark contributed to this orticie. 
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